
APPLICATION FOR CERTIFICATE OF NEED

GENERAL HOSPICE PROGRAM IN BALTIMORE ~lTY

DECEMBER 9, 2016

SUBMITTED BY:

CAR~OLL ~05I'ICE
292 Stoner Avenue, Westminster, MD 21157

~~ / \
CARROLL HOSPITAL LI FEBRIDGE
4 T.rfel3rid~e ]ieaftH confer u u n ~ x' u.



Table of Contents

Page

PART I -PROJECT IDENTIFICATION AND GENERAL INFORMATION ............................1

1. Facility ..................................................................................................................1

2, Owner ....................................................................................................................1

3. Applicant ...............................................................................................................1

4'. Legal structure of licensee .....................................................................................2

5. Persons) to whom questions regarding this application should be directed .......... 2

G. Brief Project Description ..................................................•.....................................3

7. Project Service .....................................:.................................................................3

8. Current Capacity and Proposed Changes ............................................................... 3

9. Project Location and Site Control ..........................................................................3

10. For new construction or renovation projects ..........................................................5

11. For projects not involving construction or renovations .................:........................5

12. For projects not involving capital expenditures ..................................................... 5

13. Project description .................................................................................................5

(1) Brief description of the project ..................................................................6

(2) Rationale for the project ............................................................................7

(3) Costs and operating efficiencies .................................................................9

14. Project drawings ....................................................................................................9

15. Features of project construction .............................................................................9

PART II -PROJECT BUDGET: COMPLETE TABLE 1 - PROJECT BUDGET ......................11

PART III -CONSISTENCY WITH REVIEW CRITERIA AT COMAR 10.24.01.08G(3),.,.....11

10.24.01.08G(3)(a). The State Health Plan ......................................................................l l

10.24.13 .OS Hospice Standards ...................................................................................1l

A. Service Area ............................................................................................11

B. Admission Criteria ...................................................................................12

C. Minimum Services ...................................................................................12

D. Setting ......................................................................................................1,5

E. Volunteers ................................................................................................15

F. Caregivers ................................................................................................15

G. Imp act ...................... . ................................................... . ...........................16

H. Financial Accessibility .............................................................................18

9
~400ias3~1



I. Information to Providers and the General Public .....................................19

J. Charity Care and Sliding Fee Scale .........................................................19

K. Quality .....................................................................................................21

L. Linkages with Other Service Providers ....................................................23

M. Respite Care .............................................................................................23

N. Public Education Programs ......................................................................23

O. Patients' Rights ........................................................................................25

P. Inpatient Unit ...........................................................................................25

10.24.01.08G(3)(b). Need ..............................................................................................26

1. The underutilization of hospice services in Baltimore City and in the

African-American community in particular .............................................27

2. Expected growth in demand for hospice services as a function of care

delivery models and industry dynamics ...................................................30

3. Projected growth in the elderly population in Baltimore City ..................32

4. Carroll Hospice's strategies for meeting the unmet need in Baltimore City 
.................................................................................................................33

5, Volume projections for hospice ...............................................................40

10.24.01.08G(3)(c). Availability of More Cost-Effective Alternatives .........................47

10.24.01.08G(3)(d). Viability of the Proposal ..............................................................50

10.24.01.08G(3)(e). Compliance with Conditions of Previous Certificates of Need.....51

10.24,01,08G(3)(~. Impact on Existing Providers ........................................................52

PART IV -APPLICANT HISTORY, STATEMENT OF RESPONSIBILITY,

AUTHORIZATION AND SIGNATURE ............................................................54

Hospice Application: Charts and Tables Supplement ..................................................................57

TABLE 1: PROJECT BUDGET ...............................................................................58

Carroll Hospice Statement of Key Assumptions Financial Projections ...........................60

TABLE 2A: STATISTICAL PROJECTIONS —ENTIRE Hospice Program ...............69

TABLE 2B: STATISTICAL PROJECTIONS —PROPOSED PROJECT ....................70

TABLE 3: REVENUES AND EXPENSES -ENTIRE Hospice Program .................71

TABLE 4: REVENUES AND EXPENSES -PROPOSED PROJECT ......................74

TABLE 5. MANPOWER INFORMATION .............................................................76

ii
14001483v1



LIST OF EXHIBITS

E~ibit 1 Admission Criteria

E~ibit 2 Financial Assistance Policy

E~iibit 3 Financial Assistance Application

E~iibit 4 Sample Notice of Charity Care Policy

E~ibit 5 Sliding Fee Scale

E~ibit 6 Quality Improvement and Patient Safety Plan

E~ibit 7 CARPS Quality Measures

E~ibit 8 Patient Rights and Responsibilities Policy

E~ibit 9 Data Sources aid Technical Notes

E~ibit 10 LifeBridge Health 1Vlarket Share Information

Exhibit 11 Audited Financial Statements

E~ibit 12 August 18, 2003 letter from the Department of Health and Mental Hygiene

E~ibit 13 Organizational Chart

Exhibit 14 Authorization to Sign

iii
14001483v1



MARYLAND
HEALTH
CARE
COMMISSION

MATTER/DOCKET NO.

DATE DOCKETED

APPLICATION FOR CERTIFICATE OF NEED: HOSPICE SERVICES

PART I -PROJECT IDENTIFICATION AND GENERAL INFORMATION

1. FACILITY

Name of Hospice Carroll Hospice
Provider

Address:
292 Stoner Avenue Westminster 21157 Carroll

Street City Zip County

Name of Owner (if differs from applicant):
Carroll Hospital Center, Inc.

2. OWNER

Name of owner: Carroll Hospital Center, Inc. , 200 Memorial Ave, Westminster, MD 21157

3. APPLICANT. If the application has a co-applicant, provide the detail in section 3 and 4 as an

attachment.

Legal Name of Project Applicant (Licensee or Proposed Licensee):

Carroll Hospice, Inc.

Address:
292 Stoner Avenue Westminster 21157 MD Carroll

Street City Zip State County

Telephone: 410-871-8000

Name of Owner/Chief Executive: Carroll Hospital Center, Inc./Leslie Simmons, President

Is this applicant one of the following? (Circle or highlight description that applies.)

Licensed and Medicare certified general hospice in Maryland

Licensed and Medicare certified hospice in another state
Licensed hospital in Maryland/ other state
Licensed nursing home in Maryland/other state
Licensed and Medicare certified home health agency in Maryland/other state
Limited license hospice in Maryland
IF NONE OF THE ABOVE, NOT ELIGIBLE TO APPLY (See COMAR 10.24.13.04A.)

1
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DO NOT COMPLETE REMAINDER OF APPLICATION

4. LEGAL STRUCTURE OF LICENSEE

Check ~ or fill in one category below.

A. Governmental ❑
B. Corporation

(1) Non-profit X
(2) For-profit ❑

C. Partnership ~.
General ❑
Limited ❑
Other (Specify):

D. Limited Liability Company ❑
E. Other (Specify):

5. PERSONS) TO WHOM QUESTIONS REGARDING THIS APPLICATION SHOULD BE
DIRECTED

A. Lead or primary contact:

Name and Title: Regina Bodnar, Executive Director, Carroll Hospice

Mailing Address:

292 Stoner Avenue Westminster 21157 M D

Street City Zip State

Telephone: 410-871-7650

E-mail Address (required): RBodnar@CarrollHospitalCenter.org

Fax: 410-871-7242

B. Additional or alternate contact: Marta D. Harting, Counsel, Venable LLP

Mailing Address:
Baltimore 21202

750 E. Pratt Street MD

Street City Zip State

Telephone: 410-244-7542
mdharting@venable.com

E-mail Address (required):

Fax:4102447442

2
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6. Brief Project Description (for identification only; see also item #13):

Applicant Response:

Carroll Hospice, aMedicare-certified, licensed general hospice program in the State of
Maryland and an affiliate of Carroll Hospital; proposes to extend its existing outpatient
program to serve adult residents of Baltimore City in response to the need projection
published by the Maryland Health Care Commission ("MHCC"). Carroll Hospice intends

to deliver outpatient services in the home, assisted living, and post-acute settings. As a

member institution of LifeBridge Health System ("LifeBridge Health"), Carroll Hospice will
leverage LifeBridge Health's identity and its relationships with the African American
community in Baltimore City, particularly through the Faith Health Network, and will
utilize culturally competent hospice teams. This will build broader acceptance of
hospice care and engage community members in support of hospice services. Carroll
Hospice will integrate its hospice expertise with LifeBridge Health's clinical programs,
including its chronic disease management programs, its Aging in Place program, and its
post-acute delivery system which extends across nursing homes in Baltimore City.
Carroll Hospice will build referral relationships and working partnerships with other
health systems and with Medicare Advantage plans. The hospice program is expected to

empower patients with greater informed decision-making, provide the same
compassionate care to patients and families for which it is known, reduce unnecessary
hospital utilization and lower the total costs of care.

7. Project Services (check applicable description):

Service (check if description applies)

Establish a eneral hos ice X
Establish a General In atient Unit GIP
Add beds to a GIP

8. Current Capacity and Proposed Changes:

A) List the jurisdictions in which the applicant is currently authorized to provide general
hospice services. (If services provided in other state(s), list them.)

Applicant Response: Carroll, Frederick and Baltimore Counties.

B) Jurisdiction applicant is applying to be authorized in: Baltimore City.

9. Project Location and Site Control (Applies only to applications pNoposing

establishment or expansion of a GIP unit):

Applicant Response: This standard is not applicable.

A. Site Size acres

B. Have all necessary State and Local land use approvals, including zoning, for the
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project as proposed been obtained? YES NO (If NO, describe below the
current status and timetable for receiving necessary approvals.)

C. Site Control and utilities:

(1) Title held by:

(2) Options to purchase held by: _

(i) Expiration Date of Option
(ii) Is Option Renewable? _ If yes, please explain

(iii) Cost of Option

(3) Land Lease held by:
(i) Expiration Date of Lease
(ii) Is Lease Renewable _ If yes, please explain

(iii) Cost of Lease

(4) Option to lease held by:
(i) Expiration date of Option
(ii) Is Option Renewable? _ If yes, please explain

(iii) Cost of Option

(5) If site is not controlled by ownership, lease, or option, please explain how site
control will be obtained.
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(6) Please discuss the availability of utilities (water, electricity, sewage, etc.) far the
proposed project, and the steps that will be necessary to obtain utilities.

(INSTRUCTION: IN COMPLETING THE APPLICABLE OF ITEMS 10, 11 or 12,
PLEASE CONSULT THE PERFORMANCE REQUIREMENT TARGET DATES
SET FORTH IN COMMISSION REGULATIONS, COMAR 10.24.01.12)

10. For new construction or renovation projects.
Project Implementation Target Dates
A. Obligation of Capital Expenditure
B. Beginning Construction
C. Pre-Licensure/First Use
D. Full Utilization

_months from approval date.
months from capital obligation.
months from capital obligation.
months from first use.

Applicant Response: This standard is not applicable.

11. For projects not involving construction or renovations.

Project Implementation Target Dates

A. Obligation or expenditure of 51 % of Capital Expenditure months
from CON approval date.

B. Pre-Licensure/First Use months from capita.!
obligation.

C. Full Utilization months from first use.

Applicant Response: This standard is not applicable.

12. For projects not involving capital expenditures.

Applicant Response:

Project Implementation Target Dates

A. Obligation or expenditure of 51%
CON approval date.

B. Pre-Licensure/First Use ~6
C. Full Utilization 36

Project Budget _3 months from

months from CON approval.
months from first use.

13. PROJECT DESCRIPTION

5
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Executive Summary of the Project: The purpose of this BRIEF executive summary is
to convey to the reader a holistic understanding of the proposed project: what it is, why
you need to do it, and what it will cost. Aone-page response will suffice. Please include:

(1) Brief Description of the project —what the applicant proposes to do
(2) Rationale for the project —the need and/or business case for the proposed

project
(3) Cost —the total cost of implementing the proposed project

Applicant Response:

(7) Brief Description of fhe Project —Carroll Hospice, aMedicare-certified,
licensed general hospice program in the State of Maryland and an affiliate of Carroll Hospital,
currently serves more than 900 hospice patients in Carroll, Baltimore and Frederick Counties.
Carroll Hospice proposes to extend its outpatierit program to serve adult residents of Baltimore
City in response to the MHCC's published need projection. Carroll Hospice intends to deliver
outpatient services in the home, assisted living, and post-acute settings. Carroll Hospice will
provide community education and provider training to support advance care planning,
encourage use of palliative care and promote use of hospice care, as appropriate. Carroll
Hospice will accept hospice referrals from across the City, and expects to draw referrals from
area hospitals, families and friends, physicians, Medicare Advantage plans, ACOs, MCOs,
community-based organizations and religious groups.

Carroll Hospice has demonstrated superior performance, exceeding regional benchmarks for
quality in all 11 dimensions of hospice care and reporting one of the highest county use rates for
hospice care in Maryland. As a member institution of LifeBridge Health, which includes Sinai
Hospital, Northwest Hospital and Carroll Hospital, as well as Levindale Geriatric Center and
Hospital Carroll Hospice recognizes the tremendous opportunity to link its hospice program with
LifeBridge Health and build broader acceptance of hospice care through LifeBridge Health's
established and positive relationships with the African American community. Carroll Hospice's
program will be identified with LifeBridge, and working together they will build community trust
and involvement in hospice services through the Faith Health Network and through community-
based programs that build relationships early on, during the healthier stages of life. Together,
Carroll Hospice and LifeBridge Health will work to recruit culturally competent hospice team
members, professionals and volunteers, educate providers, provide physical, emotional and
spiritual support to patients and families, and yield reductions in the total costs of care.

Carroll Hospice also recognizes the potential to effectively integrate its hospice expertise with
LifeBridge's clinical programs and growing post-acute delivery system. Hospice services,
together with palliative care services, will be integrated into the Cancer Institute and chronic
disease management programs at LifeBridge. Hospice services will also be linked with the
Aging in Place program and the Complex and Chronic Care Improvement Program (CCIP)
program to introduce palliative care and hospice care at an earlier stage along the care
continuum. Hospice services will be delivered across LifeBridge Health's post-acute service
settings, including its nursing homes. Hospice services will be offered in conjunction with PAPP
(Post-Acute Physician Partners), a joint venture of LifeBridge Health that provides medical
management services to nursing homes in Maryland. Stated simply, LifeBridge Health maintains
more points of contact with patients and the community than any independent provider of
hospice services can offer, and excels at building patient-provider relationships far earlier than
at the end-of-life stage. In addition, Carroll Hospice will deliver education programs through its
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physician residency and the 500+ physicians credentialed by LifeBridge to produce lasting
change in practice patterns.

Finally, Carroll Hospice intends to serve the broader Baltimore City market through referrals
from area hospitals, ACOs, Regional Collaboratives, Medicare Advantage plans and specialized
programs through larger commercial insurers. Carroll Hospice's track record of demonstrating a
1 %readmission rate and high quality measures will be compelling to hospitals and ACOs
aiming to achieve their own performance targets under value-based models.

(2) Rat►onale for the Project - The MHCC has projected tremendous growth.in the
number of hospice patients in Baltimore City with the assumption that use rates in Baltimore
City will become comparable to national use rates by 2019. Historically, this has been a
challenge: Hospice use rates in Baltimore City are markedly low relative to other jurisdictions in
Maryland and relative to national use rates. This pattern is understood to reflect a combination
of factors including community culture, degree of acceptance of hospice services and service
delivery models. At the community level, there has historically been a resistance to hospice care
—particularly by the African American community but also subsets of the Jewish community—
reflecting cultural mistrust and religious tradition. At the provider level, there continues to be a
need for more provider education and a greater focus on building hospice care teams with the
cultural competence to earn community respect and acceptance.

While eight (8) hospice providers are currently authorized to serve the Baltimore City population,
use rates have remained relatively flat over the past three years. Therefore, the net need to
serve 1,,233 patients does not simply represent patient slots or manpower resources; the "net
need" is to effectively reach and earn the trust of 1,233 patientslfamilies who historically
have not recognized the value of hospice care or been prepared to use existing hospice
services, and to introduce the longer-range hospice option to patients earlier on in the care
management relationship

In response, Carroll Hospice seeks to:

(1) integrate hospice services into LifeBridge Health's familiar, trusted continuum of
care;

(2) build community support and engagement through the Faith Health Network and
other community-based programs in the African American community;

(3) deliver culturally responsive home hospice services;

(4) offer education to providers and non-traditional referral sources;

(5) provide community education to demonstrate hospice to as an element of patient
empowerment/informed decision-making; and

(6) engage community leadership/community members in the delivery of hospice
services.

Carroll Hospice, positioned within LifeBridge Health, can provide the greatest opportunity for
expanding hospice services in Baltimore City through its relationships with patients, faith
networks, community organizations, physicians, other health systems and payers, as reflected in
the following:

7
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Geographic reach

■ LifeBridge Health's service area incorporates more than 60% of the Ba►timore City
population, and LifeBridge is investing heavily in population health management activity
across this region.

■ LifeBridge Health has established an identity and maintains strong community
relationships with both the African American community and the Orthodox Jewish
community, communities that have historically demonstrated the greatest reluctance to
use hospice. LifeBridge Health will now have the opportunity to introduce outpatient
hospice services as part of its affiliated and trusted continuum.

■ Post-Acute Network
Levindale Hebrew Geriatric Center and Hospital and FutureCare Lochearn (partially
owned by LifeBridge Health) together account for more than 600 nursing home
admissions per year. Up to 10% of nursing home admissions may be expected to be
candidates for hospice care. Levindale also provides adult day services and psychiatric
day treatment, program settings that build patient-provider relationships long before end-
of-life care requirements develop.
Post-Acute Physician Partners (PAPP), a LifeBridge Health joint venture, is a physician
network that delivers medical management services to 20 area nursing homes; PAPP
physicians emphasize the huge opportunity potential to improve quality of care through
increased use of palliative care and hospice services, and are well-positioned to work
with nursing home patients/families to facilitate informed decisions making and
coordinate referrals.

• Clinical programs and care management models

■ Cancer care -The Lapidus Institute at Sinai Hospital treats more than 700 inpatients per
year and is expected to be a major source of hospice referrals.

■ Palliative care —The palliative care program at Sinai Hospital provides more than 100
consults per month to Sinai's inpatient population; up to 30% of patients who receive a
palliative care consultation may be expected to transition to hospice care.

■ Disease management programs — A clinic for congestive heart failure patients now
operates at Sinai and Northwest Hospitals, serving approximately 200 severely ill
patients, and plans are underway to expand disease management programs.

■ Home care services - HomeCare of Maryland, which is part-owned by LifeBridge; served
more than 1,100 Baltimore City residents this past year. It will be a base for relationship-
building and is anticipated to be a strong referral channel to hospice care.

■ Aging in Place —This program to support elderly patients living at home will be launched
once funding is secured, and will be an important, supportive relationship-building
initiative.

■ Value to the broader Baltimore City market -Every hospital, ACO, and Medicare'
Advantage plan in Baltimore City will benefit from ahigh-quality hospice provider. And,
as enrollment grows in Medicare Advantage plans and ACOs for dual eligibles, Carroll
Hospice will be particularly well-positioned to serve the City's enrollment. LifeBridge
Health, itself, is an owner of the Hopkins Medicare Advantage plan, and LifeBridge
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physicians will assume a stronger care management role for Medicare lives aligned with
the plan.

(3) Costs and operating efficiencies -Carroll Hospice intends to serve nearly 500
patients in Baltimore City, or 25% of the outpatient hospice market projected for FY2019. This will
include patients aligned with LifeBridge Health services as well as patients from across Baltimore
City. The outpatient hospice program for Baltimore City residents will be integrated with Carroll
Hospice's existing program permitting shared infrastructure and minimizing incremental costs.
The total operating budget to serve the projected 482 Baltimore City patients is $2.5 million.

The MHCC has established expansion of hospice services as a priority, acknowledging the
evidence that hospice can improve quality of care and reduce the total costs of care. Carroll
Hospice expects its program will empower patients through informed decision-making, reduce
avoidable hospital utilization, reduce hospital mortality rates, reduce patient and caregiver
dissatisfaction with fragmented care and lower the total costs of care. The effect will be reflected
in performance improvement' under the Demonstration Model, ACOs, Medicare Advantage
contracts, and other alternative payment models. In addition, published performance
measures/ratings will improve on reports such as Nursing Home Compare and the upcoming
CMS hospice quality reports.

14. PROJECT DRAWINGS

Projects involving new construction and/or renovations should include scalable schematic
, drawings of the facility at least a 1/16" scale. Drawings should be completely legible and

include dates.

These drawings should include the following before (existing) and after (proposed), as
applicable:

A. Floor plans for each floor affected with all rooms labeled by purpose or function,
room sizes, number of beds, location of bath rooms, nursing stations, and any
proposed space for future expansion to be constructed, but not finished at the
completion of the project, labeled as "shell space".

B. For projects involving new construction and/or site work a Plot Plan, showing the
"footprint" and location of the facility before and after the project.

C. For projects involving site work schematic drawings showing entrances, roads,
parking, sidewalks and other significant site structures before and after the
proposed project.

D. Exterior elevation drawings and stacking diagrams that show the location and
relationship of functions for each floor affected.

Applicant Response: This standard is not applicable.

15. FEATURES OF PROJECT CONSTRUCTION:

A. Please Complete "CHART 1. PROJECT CONSTRUCTION CHARACTERISTICS
and COSTS" (new page) describing the applicable characteristics of the project,

9
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if the project involves new construction.

B. Explain any plans for bed expansion subsequent to approval which are
incorporated in the project's construction plan.

C. Please discuss the availability of utilities (water, electricity, sewage, etc.)' for the
proposed project, and the steps that will be necessary to obtain utilities.

Applicant Response: This standard is not applicable.
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PART II -PROJECT BUDGET: COMPLETE TABLE 1 -PROJECT BUDGET

Applicant Response: See Application Table 1 (Project Budget).

PART III -CONSISTENCY WITH REVIEW CRITERIA AT COMAR 10.24.01.08G(3):

(INSTRUCTION: Each applicant must respond to all applicable criteria included in COMAR
10.24.01.086. Each criterion is listed below.)

10.24.01.08G(3)(a). The State Health Plan.

Applicant must address each standard from the applicable chapter of the State Health Plan
(10.24.13 .05); these standards are excerpted below. (All applicants must address standards A.
through O. Applicants proposing a General Inpatient facility must also address P.)

Please provide a direct and concise response explaining the project's consistency with each
standard. Some standards require specific documentation (e.g., policies, certifications) which
should be included within the application. Copies of the State Health Plan are available on the
Commission's web site
http://mhcc.dhmh.maryland.gov/shp/Pages/default.aspx

10.24.13.05 Hospice Standards. The Commission shall use the following standards, as
applicable, to review an application for a Certificate of Need to establish a new general hospice
program, expand an existing hospice program to one or more additional jurisdictions, or to change
the inpatient bed capacity operated by a general hospice.

A. Service Area. An applicant shall designate the jurisdiction in which it proposes to
provide services.

Applicant Response: The service area for this new program is defined to be all
of Baltimore City. Carroll Hospice proposes to extend its existing hospice program
- -that now serves Carroll County, Baltimore County, and Fredrick County - - to
serve Baltimore City. This four-jurisdiction region is depicted in the map below to
highlight that the new service area is a contiguous geography which will facilitate
the integration of program operations and infrastructure.

11
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Map of Current Service Area and Future Service Area
Carroll Hospice
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Source: digital-topo-maps.com

The total population in Baltimore City is currently estimated at 624,000 residents, with the elderly
population (age 65+ years) accounting for approximately 76,000 of these residents (see Section
10.24.01.08G(3)(b) Need, Table 5. More than 60% of this population resides in LifieBridge
Health's service area.

B. Admission Criteria, An applicant shall identify:
(1) Its admission criteria; and
(2) Proposed limits by age, disease, or caregiver.

Applicant Response:

Carroll Hospice admits patients regardless of age, gender, nationality, race, creed,
sexual orientation, disability, diagnosis, ethnicity, handicap, prior modality of treatment,
availability of health care agent or the ability to pay. The decision to admit is made by
the patient's attending physician in conjunction with the Carroll Hospice Medical Director
and is based on the patient's disease history and clinical status. Admissions are
completed within 24-48 hours of the referral, unless otherwise specified by the physician,
and/or the patient. Carroll Hospice's Admission Criteria are attached as Exhibit 1.

C. Minimum Services

(1) An applicant shall provide the following services directly:

(a) Skilled nursing care:

Applicant Response: Carroll Hospice will provide professional nursing
staffing in numbers consistent with the National Hospice and Palliative
Care Organization (NHPCO) guidelines and provide care to meet the
assessed needs of the patient and family.

(b) Medical social services:

Applicant Response: Initially, Carroll Hospice will provide medical social
work services in numbers consistent with the NHPCO guidelines. Staffing

12
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of social workers dedicated to Baltimore City patients and their families
will be adjusted according to census and patient need.

(c) Counseling (including bereavement and nutrition counseling):

Applicant Response: Carroll Hospice will provide comprehensive
bereavement services through a designated bereavement counselors)
for Baltimore City. Carroll Hospice will continually assess and adjust
staffing of counseling services based on census and the needs of the
community and in accordance of NHPCO guidelines. Dietary counseling,
when identified in the plan of care, will be performed by a qualified
individual which may include a registered dietician, a nurse or other
individual who are able to address and assure that the dietary needs of
the patient are met.

(2) An applicant shall provide the following services, either directly or through
contractual arrangements:

(a) Physician services and medical direction:

Applicant Response: Carroll Hospice currently employs a medical
director who will provide oversight for Baltimore City patients. Providing
clinical leadership and guidance, the medical director will ensure every
patient's unique medical needs are addressed through the development
of individualized care plans. As the volumes build, medical oversight will
be expanded proportionally.

(b) Hospice aide and homemaker services:

Applicant Response: Carroll Hospice will staff hospice aides in numbers
and ratios consistent with NHPCO guidelines and provide services
consistent for the assessed needs of patients.

(c) pS iritual services:

Applicant Response: Carroll Hospice will employ spiritual care providers
who serve all faiths in numbers consistent with NHPCO guidelines.
Working with the Maryland Health Faith Network we will recruit additional
spiritual care providers from the established faith community throughout
the city who can best serve our Baltimore City patients and their families.

(d) On-call nursing response:

Applicant Response: Staffed by experienced RNs and LPNs, Carroll
Hospice's after-hours clinical team is available 24-hours a day, seven
days a week, 365 days a year to quickly address concerns from patients,
family members and staff. Consistent with the Hospice Conditions of
Participation; all clinical disciplines are on-call 24/7/365.

13
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(e) Short-term inpatient care (including both respite care and procedures
necessary for pain control and acute and chronic symptom management):

Applicant Response: As a part of LifeBridge Health, Carroll Hospice is
able to draw on the established inpatient hospice and respite options for
patients at Sinai and Northwest hospitals as well as Levindale Hebrew
Geriatric Center and Hospital.

(fl Personal care:

Applicant Response: Carroll Hospice's aides will provide a full range of
personal care for patients consistent with the patients' assessed needs.

(g) Volunteer services:

Applicant Response: Again, Carroll Hospice plans to draw on the
strength of LifeBridge Health to recruit volunteers from within our
organizations to assist with patients in Baltimore City. Carroll Hospice
currently has over 200 volunteers. Additionally, we plan to work with
various faith-based organizations in Baltimore to educate community
members about varied opportunities to support hospice and the patients
and families we are privileged to serve.

(h) Bereavement services:

Applicant Response: As mentioned above, Carroll Hospice will provide
comprehensive bereavement services in Baltimore City through a
designated bereavement counselor. By drawing from LifeBridge Health,
we will provide a robust program to assist families through the grieving
process for up to 13 months following a loss. Our bereavement services
will include on-on-one counseling, support groups and a unique and
varied slate of existing programs offered throughout the health system,
including those for veterans, a weekend grief camp for children ages
seven to 15 and grief support after a substance abuse loss.

(i) Pharmacy services:

Applicant Response: With the support of Optum, Carroll Hospice's
current Pharmacy Benefit Manager, we will provide patients with timely
and safe pharmaceutical services utilizing pharmacies located throughout
Baltimore City and a mail order option when preferred. This pharmacy
partner provides 24/7 pharmacist consultations for optimal patient
management, formulary management tools and comprehensive
compliance documentation

(j) Laboratory radiology and chemotherapy services as needed for
palliative care:

Applicant Response: Working collaboratively with existing providers,

Carroll Hospice will ensure patients have access to all palliative care
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services consistent with the hospice care plan. Additionally, through
LifeBridge Health, as needed, Carroll Hospice will be able to ensure
patients receive the services they need to manage their symptoms and
control their pain. And because our system has providers and services in
and close to Baltimore City, we can fill any gaps in care that may exist for
our patients ensuring they are able to obtain that care in the convenient,
comfortable settings.

(k) Medical supplies and equipment:

Applicant Response: Through a contractual arrangement with an
established, preferred vendor, Carroll Hospice will provide DME and
medical supplies to patients in a timely manner.

(I) Special therapies, such as physical therapy, occupational therapy,
speech therapy, and dietary services:

Applicant Response: Carroll Hospice will ensure any special therapies
included in a patient's plan of care are provided in a timely manner. We
will have a contractual arrangement that will ensure we have
professionals skilled at compassionately providing care and interventions
consistent with patient and family goals and the hospice plan of care.

(3) An applicant shall provide bereavement services to the family for a period of
at least one year following the death of the patient.

Applicant Response: See response to Standard .05C(2)(h).

D. Setting. An applicant shall specify where hospice services will be de►ivered: in a
private home; a residential unit; an inpatient unit; or a combination of settings.

Applicant Response: Carroll Hospice will deliver care in a combination of
residential settings including private homes and skilled nursing and assisted living
communities.

E. Volunteers: An applicant shall have available sufficient trained caregiving
volunteers to meet the needs of patients and families in the hospice program

Applicant Response: Carroll Hospice plans to draw on the strength of LifeBridge
Health to recruit volunteers from within our organizations to assist with patients in
Baltimore City. Additionally, we plan to work with various faith-based organizations
in Baltimore to educate community members about opportunities to serve patients
through hospice.

F. Caregivers

Applicant Response: Carroll Hospice will employ and provide professional and
non-clinical staffing in ratios consistent with the National Hospice and Palliative
Care Organization (NHPCO) guidelines and provide individualized care that
meets the assessed needs of the patient and family.
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G. Impact. An applicant shall address the impact of its proposed hospice program, or
change in inpatient bed capacity, on each existing general hospice authorized to
serve each jurisdiction affected by the project. This shall include projections of the
project's impact on future demand for the hospice services provided by the existing
general hospices authorized to serve each jurisdiction affected by the proposed
project.

Applicant Response: Carroll Hospice prepared the impact analysis below to
demonstrate that its new program in Baltimore City will not result in a decline in
volume for existing providers; instead, the projected growth in the market will allow
existing providers to increase volume even as an additional provider enters the
market.

The MHCC's Maryland Hospice Need Projections for Target Year 2019 (as
published in the Maryland Register on May 27, 2016) projects a total of 2,756
hospice deaths in Baltimore City in FY2019, an increase of more than 1,322
hospice patients relative to FY2014 volume. On this basis, the MHCC has
projected a net need for hospice capacity to serve 1,233 patients.

Based on the MHCC Hospice Survey data and historical Baltimore City hospice
utilization, Carroll applied a 70% factor to size the outpatient hospice market in
Year 2019:

16
14001483v1



TABLE 1
Hospice Need Projection: Baltimore City

2014 Actual 2019 Projected #Growth Net Need
# Hospice Deaths 1,433 2,756 + 1,323

# Net Need 1,233

Outpatient Estimate
70% of projected volume 1,929 863

Sources:
(1) 2014 Actual: MHCC Hospice Survey
(2) 2019 Projected Hospice Deaths: Federal Register, May 2016
(3) Outpatient Estimate: Carroll Hospice estimate @ 70% of total hospice volume, based on historical utilization

Currently, there are 7 providers delivering outpatient hospice services to Baltimore City
residents, with Gilchrist Hospice and Seasons Hospice now serving 82% of the Baltimore City
market:

Sources:
(1) 2Q14 Actual: MHCC Hospice Survey
(2) 2019 Projected Hospice Deaths: Federal Register, May 2016
(3) Outpatient Estimate: Carroll Hospice estimate @ 70% of total hospice volume, based on historical utilization

Provider
Gilchrist Hospice Care
Seasons Hospice &Palliative Care of Maryland, Inc

Stella Marls, Inc.
Joseph Richey Hospice
Heartland Hospice Services, LLC

PHR of Baltimore Hospice
Amedisys Hospice of Greater Chesapeake

Total

748 52%
424 30%
117 8%
84 6%
43 3%
10 1 °/a
7 0%

1,433 100%

Source: MHCC Hospice Survey, 2015
Note: 8 providers are authorized to provide hospice services; the MHCC Survey documents only 7 providers with patient volume

Table 2
2015 Hospice Market Share
Baltimore City Residents

r Actual FY 2015

Hospice Current
Deaths Share
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Assuming that the total number of Year 2019 hospice cases in Baltimore City grows to 2,756
patients (as projected by the MHCC), existing hospice providers should expect to see a growth in
overall hospice volume even as Carroll Hospice enters the market. This assessment is based on
the analysis presented below. In Table 3 below, which presents the estimated impact on patient
volume and market share with the entry of Carroll Hospice. The analysis demonstrates that even
as Carroll Hospice enters the market, the projected growth in patient volume would permit each
existing provider to increase its volume.

Table 3
2019 Projected Hospice Market Share

Baltimore City

Actual FY 2015

Growth

Projected FY 2019 2015-2019

Hospice Current Hospice Projected Incremental

Provider Deaths Share Deaths Share Volume

7 existing hospice providers 1,433 100% 2,274 83% +g41

Carroll Hospice (new provider) - 0% 482 17% +482

Total 1,433 100% 2,756 100% +1,323

Notes:

[1J FY 2015 Actual: MHCC Hospital Survey

[2] FY 2019 Projected Total: Federal Register, May 2016

[3] FY 2019 Projected Carroll volurre: Based on 25%share of estimated outpatient volume, assumed to be 70% of total FY2019 volume

As Carroll Hospice expands its existing program to Baltimore City, there is likely to be an initial
volume shift from the Seasons program to the Carroll Hospice program (as Seasons currently
serves a portion of LifeBridge Health-aligned patients). However, as the market grows annually
to the projected 2,756 cases, Seasons and other providers would be expected to regain and
backfill this volume.

It is important to emphasize that Carroll Hospice will be investing heavily in patient education and
activity with the Faith Health Network across Baltimore City. Therefore, all hospice providers
serving Baltimore City should benefit from the broader education efforts and broader acceptance
of hospice care; atl Baltimore City providers would be expected to see volume increases. Indeed,
Carroll Hospice's track record in Carroll County - -now showing one of the highest use rates in
the State of Maryland - -provides evidence to indicate that volume across Baltimore City can be
expected to grow, even beyond the LifeBridge Health referral base. Seasons Hospice and
Gilchrist Services should see an increase in the number of patients from all current referral
sources in Baltimore City as more patients opt for hospice care and initiate hospice care in the
outpatient setting earlier along the care continuum. This will translate into incremental volume for
existing providers, consistent with the State of Maryland's projections.

H. Financial Accessibility. An applicant shall be or agree to become licensed and
Medicare-certified, and agree to accept patients whose expected primary source of
payment is Medicare or Medicaid.
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Applicant Response: Carroll Hospice is licensed and Medicare-certified and
accepts patients whose primary source of payment is Medicare or Medicaid.

I. Information to Providers and the General Public.
(1) General Information. An applicant shall document its process for informing the
following entities about the program's services, service area, reimbursement
policy, office location, and telephone number:
(a) Each hospital, nursing home, home health agency, local health department,
and assisted living provider within its proposed service area;
(b) At least five physicians who practice in its proposed service area;
(c) The Senior Information and Assistance Offices located in its proposed
service area; and
(d) The general public in its proposed service area.

Applicant Response: Carroll Hospice will provide information about its
services, service area, reimbursement policy, office location and telephone
number to each (a) hospital, nursing home, assisted living community, home
health agency, the health department in Baltimore City, (b) at least 5 physicians
who practice in Baltimore City, (c) the Department of Aging and other senior
services located in Baltimore City and (d) the general public in Baltimore City.

Carroll Hospice will communicate this information by publishing the information
on its website, via public service announcements and written correspondence to
hospitals, providers and agencies in Baltimore City. Additionally, this information
will be included in materials disseminated through liaison activity and community
education endeavors.

(2) Fees. An applicant shall make its fees known to prospective patients and their
families before services are begun.

Applicant Response: Carroll Hospice will make its fees known to prospective
patients and their families before services are begun.

J. Charity Care and Sliding Fee Scale. Each applicant shall have a written policy
for the provision of charity care for indigent and uninsured patients to ensure
access to hospice services regardless of an individual's ability to pay and shall
provide hospice services on a charitable basis to qualified indigent persons
consistent with this policy. The policy shall include provisions for, at a minimum,
the following:

(1) Determination of Eligibility for Charity Care Within two business days
following a patient's request for charity care services, application for medical
assistance, or both, the hospice shall make a determination of probable
eligibility.

Applicant Response:

Carroll Hospice will make a determination of eligibility for Charity Care and/or
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Medical Assistance within two business days of a patient applying for either
program.

Carroll Hospice is anon-profit organization that provides hospice care and
services to all individuals in need. Regardless of insurance coverage or
financial situation, no one is refused or denied hospice care and every patient
receives the same comprehensive high-quality service.

Initially, Carroll Hospice assists families in determining whether or not the
patient is eligible for any medical or insurance coverage. Hospice coverage is
widely available and is covered by most private insurance plans, Medicare,
Medicaid and the Veterans Administration.

if a person in need does not have any financial coverage, Carroll Hospice will
work with each family on a case by case basis. In addition, Carroll Hospice will
handle all of the billing of services and supplies as they relate to the terminal
diagnosis.

See Exhibit 2 for Carroll Hospice's complete Financial Assistance Policy and
Exhibit 3 for Financial Assistance Application.

(2) Notice of Charity Care Policy. Public notice and information regarding the
hospice's charity care policy shall be disseminated, on an annual basis,
through methods designed to best reach the population in the hospice's
service area, and in a format understandable by the service area population.
Notices regarding the hospice's charity care policy shall be posted in the
business office of the hospice and on the hospice's website, if such a site is
maintained. Prior to the provision of hospice services, a hospice shall address
any financial concerns of patients and patient families, and provide individual
notice regarding the hospice's charity care policy to the patient and family.

Applicant Response: Carroll Hospital runs its Charity Care notice annually in
its primary market. The notice is easy to understand and directs patients to
Carroll Hospice for more information. Carroll will add targeted media most
likely to reach those in need in Baltimore City to its annual communication
schedule. See Exhibit 4 for Carroll's current advertisement.

(3) Discounted Care Based on a Sliding Fee Scale and Time Payment Plan
Policy. Each hospice's charity care policy shall include provisions for a sliding
fee scale and time payment plans for low-income patients who do not qualify
for full charity care, but are unable to bear the full cost of services.

Applicant Response: In its Financial Assistance Policy, Carroll Hospice
utilizes a sliding income scale, based on Federal Poverty Guidelines, in part to
determine eligibility for Charity Care. See Exhibit 5.

(4) Policy Provisions. An applicant proposing to establish a general hospice,
expand hospice services to a previously unauthorized jurisdiction, or change or
establish inpatient bed capacity in a previously authorized jurisdiction shall make

a commitment to provide charity care in its hospice to indigent patients. The
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applicant shall demonstrate that:

(a) Its track record in the provision of charity care services, if any, supports the

credibility of its commitment; and

(b) It has a specific plan for achieving the level of charity care to which it is
committed.

Applicant Response: As demonstrated with its current hospice program,_ Carroll

Hospice provides charity care and will offer the same financial assistance

programs to its patients in Baltimore City. We have increased provisions for charity
care in Baltimore City, projecting that .9% of total revenue will be provided iri charity
care in that jurisdiction. See Application Table 4. In addition to providing Charity

Care, Carroll Hospice also will offer free Medicaid enrollment assistance for
patients. With the strong charity care commitment and record of LifeBridge Health
in Baltimore City, Carroll Hospice is confident it will achieve its charity care goal
through the community outreach and education efforts described in this Application
along with the annual publication of its Charity Care notice (see Exhibit 4) and

targeted media most likely to reach those in need in Baltimore City.

K. Quality. -
(1) An applicant that is an existing Maryland licensed general hospice provider
shall document compliance with all federal and State quality of care standards.

Applicant Response: Carroll Hospice complies with all federal and State quality

of care standards. All surveys of Carroll Hospice have been deficiency free.

Carroll Hospice is in good standing and holds deemed status with the Community

Health Accreditation Program (CHAP). We submit 100% of the required Hospice

Item Set (HIS) data to CMS and participate in the Hospice CARPS survey to

identify opportunity for improvement.within our own program and to in support of

CMS priorities for improving hospice care on a national level.

Carroll Hospice has built a comprehensive Quality and Patient Safety •Program
dedicated to continuous quality improvement for our staff, patients and families.
Much of the quality and performance improvement work taken on by the
organization is based on the Lean management principles of performance

improvement, which lends itself to identifying measurable goals, completing tests

of process improvement, and continual evaluation of results. The Carroll Hospice

Quality Assessment Performance Improvement (QAPI) Committee identifies and

defines goals and specific objectives to be accomplished each year in

consideration of the Lean process, the current regulatory climate, organizational

committee work, accreditation survey results and anecdotal information from

stakeholders. Our Quality Improvement and Patient Safety Plan (see Exhibit 6),

details the objectives, goals and performance measures that will guide our quality

improvement work in fiscal year 2017.

(2) An applicant that is not an existing Maryland licensed general hospice.provider

shall document compliance with federal and applicable state standards in all states

in which it, or its subsidiaries or related entities, is licensed to provide .hospice

services or other applicable licensed health care services.
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Applicant Response: This standard is not applicable.

(3) An applicant that is not a current licensed hospice provider in any state shall
demonstrate how it will comply with all federal and State quality of care standards.

Applicant Response: This standard is not applicable.

(4) An applicant shall document the availability of a quality assurance and
improvement program consistent with the requirements of COMAR 10.07.21.09.

Applicant Response:

Carroll Hospice has adopted a quality assurance and improvement program
consistent with COMAR 10.07.21.09. See Exhibit 6 for our Quality

Improvement and Patient Safety Plan.

(5) An applicant shall demonstrate how it will comply with federal and State hospice
quality measures that have been published and adopted by the Commission.

Applicant Response: Carroll Hospice complies with federal and State hospice
quality measures and will comply with any and all future quality initiatives
adopted by the Commission.

We have a robust audit program and a solid foundation for excellence. Monthly

direct supervisory visit expectations for each program leader provide regular

opportunity to identify best practices, opportunities for improvement and

acknowledge high performing team members.

Currently, through Deyta Analytics, Carroll Hospice participates in the Hospice
CARPS quality measures as required by CMS. In FY16 (July 2015 —June 2016)
Carroll Hospice met or exceed the national benchmark in all 11 domains that
includes global measures for, Rating of Patient Care; Recommending This
Hospice; Support for Religious and Spiritual Beliefs; Information Continuity,
Understanding Side Effects of Pain Medications; Hospice Team
Communications; Getting Timely Care; Treating Family Members with Respect;
Providing Emotional Support; Getting Help with Symptoms and Getting Hospice
Care Training. See Exhibit 7.

In April of 2016, Carroll Hospice was awarded the 2016 Hospice Honors Award
(based on 2015 data) by Deyta for exceeding the national benchmarks on 20 out
of 24 quality indicators on the survey. The prestigious award recognizes hospices
across the county that provide the highest level of quality as measured from the
caregiver's point of view.

It is important to note that Carroll Hospice experienced 35%<growth in its
admissions (going from 676 to 910) between 2014 and 2016 yet was able to

maintain the highest level of quality. Serving the ever-increasing patient population

that could benefit from hospice services is the mission of Carroll Hospice, and

quality always remains at the forefront of all we do. Our track record of being able
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to maintain such a high level of patient satisfaction, service and safety, while
managing major shifts in patient census, indicates Carroll Hospice is well qualified
to serve the critical need for hospice services in Baltimore City.

L. Linkages with Other Service Providers.
(1) An applicant shall identify how inpatient hospice care will be provided to
patients, either directly, or through a contract with an inpatient provider that
ensures continuity of patient care.

Applicant Response: Carroll Hospice will provide inpatient hospice care through
contractual relationships with existing Baltimore City hospice providers and
skilled nursing facilities. For LifeBridge Health patients, in particular, Carroll
Hospice will be able to rely on the Seasons Program at Sinai and Northwest
Hospitals to support the continuum of care and quality service.

(2) An applicant shall agree to document, before licensure, that it has established
links with hospitals, nursing homes, home health agencies, assisted living
providers, Adult Evaluation and Review Services (AERS), Senior Information and
Assistance Programs, adult day care programs, the local Department of Social
Services, and home delivered meal programs located within its proposed service
area.

Applicant Response: Prior to being authorized to serve Baltimore City residents,
Carroll Hospice will document for the Commission its links to other hospitals,
nursing homes, home health. agencies, assisted living providers, Adult Evaluation
and Review Services (AERS), Senior Information and Assistance Programs, adult
day care programs, the local Department of Social Services, and home delivered

meal programs located within the City of Baltimore.

M. Respite Care. An applicant shall document its system for providing respite care

for the family and other caregivers of patients.

Applicant Response: Carroll Hospice anticipates the majority of Baltimore City
patients requiring or requesting respite care to be served at Levindale, also a
component of LifeBridge Health. Additionally, FutureCare Lochearn a~ well as
inpatient hospice settings at Sinai and Northwest Hospitals would be available
options for the respite level of care.

N. Public Education Programs. An applicant shall document its plan to provide

public education programs designed to increase awareness and consciousness of

the needs of dying individuals and their caregivers, to increase the provision of

hospice services to minorities and the underserved, and to reduce the disparities

in hospice utilization. Such a plan shall detail the appropriate methods it will use to
reach and educate diverse racial, religious, and ethnic groups that have used

hospice services at a lower rate than the overall population in the proposed

hospice's service area.

Applicant Response: The Carroll Hospice educational initiative has been fully

budgeted for, is multi-pronged and includes, but is not limited to, providers,
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facility partners, patients, families and communities. All education is rooted in
respect for the individual and is personalized to meet specific needs of the
patient and his or her family. The platform for education will be based on the
renowned work of Atul Gawande MD "Being Mortal." Since being published in
2014, Dr. Gawande's philosophy has quickly become a standard for providing
care for the frail elderly and the chronically ill. It aids providers in addressing key

decision points in the care of this patient population by offering a profound
perspective on the end of life.

We also plan to use A.P.P.E.A.L. (A Progressive Palliative Care Educational

Curriculum for the Care of African Americans at Life's End), to help educate
healthcare professionals with essential clinical competencies and practical skills
needed to provide culturally appropriate palliative and quality end of life services

to African~American patients and their families. A hospice rotation within the
LifeBridge Health residency program also is highly anticipated and expected to

help guide care planning earlier in the patient care experience.

Provider education will be conducted in cooperation with palliative care
colleagues across LifeBridge Health entities as well as with other healthcare
facilities throughout Baltimore City. Carroll Hospice has specialized teams of
hospice professionals that work within facilities (assisted livings and skilled

nursing facilities) and plans to apply the same model throughout Baltimore City.
These team members value the relationships inherent to doing this work well and
grasp both formal and informal opportunities to educate facility colleagues across

disciplines

Working closely with hospitalist programs and private physician offices within
Baltimore City are priorities for Carroll Hospice, as is building upon existing

relationships with clinicians who manage care in assisted livings and skilled
nursing facilities. By developing strong, trusting relationships with all providers,

including nurses, case managers, physician liaisons and care navigators we plan

to provide the support and guidance required to transition patients to palliative or

hospice care. The important and expanding role of the nurse practitioner in
facility care is heartily appreciated by Carroll Hospice. Education and support of ,
these nursing colleagues through Hospice and Palliative Care Network
conference and webinar offerings are made available to promote earlier patient

identification, optimal patient management and care consistent with identified

patient wishes.

Carroll Hospice presently has robust partnerships with numerous facility partners

and plans to continue that type of relationship building with new facilities in
Baltimore City. As is current practice, for new facilities, we plan to provide initial

education and include a hospice in-service as part of every new hire orientation.

By offering a variety of educational opportunities for staff, we have experienced a

great deal of success in helping providers gain a better understanding of
palliative and hospice care. As a result, patients and families are able to benefit

from the support Carroll Hospice can provide. Courses are ongoing, designed to

meet the unique needs of each facility and cover topics including the basics of

hospice, advanced care planning, and symptom management strategies among

others. By collaborating with practitioners in these facilities—many of whom

never made the conscious choice to work in end of life care— Carroll Hospice
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has been extremely successful at developing the relationships essential to
ensuring a collective approach to developing care plans that provides patients
with the most appropriate care, in the most appropriate setting.

Within facility settings, regular educational offerings to family members and
resident councils are, and will continue to be, woven into our program of care. A
family member's firm understanding of the array of services and supporf, options
for care and the value added for the patient as well as those that love him or her
and the legalities of advanced care planning, are all offered so that patients can
advocate for themselves and designated decision makers can advocate for those
they love who can no longer communicate on their own behalf.

Across the community, Carroll Hospice will respond to requests by hospitals,
health systems and community-based organizations to provide education to
community health workers/navigators so that they are equipped to provide basic
information and direction to those clients who express interest in more
information.

To promote a higher level of acceptance for palliative and hospice care, Carroll
Hospice plans to seek the assistance of non-traditional referral sources and
respected community voices. Initially, working with the faith communities
participating in the LifeBridge Health Faith Health Network, Carroll Hospice will
provide community-based forums on end of life care training and care options.
The ability to touch with determination the African American and other
underserved populations, will be greatly enhanced by the support of our present
faith community leaders. Carroll Hospice will embrace the opportunity to identify
champions within each faith community to relate their personal stories, highlight
their experiences sensitive to cultural preferences and speak to the depth of the
care experience both prior to and after the death of a patient. By drawing on
those deeply rooted in faith communities, we anticipate being able to identify
barriers enabling us to address fears and misconceptions about hospice care.

Carroll Hospice also will become active in the Greater-Baltimore City community
by collaborating on community-based health fair opportunities, working with the
Baltimore City Department of Aging and the Baltimore City Health Department on
programs that promote a better understanding of hospice services, and
introducing Carroll Hospice services to Baltimore City residents.

0. Patients' Rights. An applicant shall document its ability to comply with the
patients' rights requirements as defined in COMAR 10.07.21.21.

Applicant Response: Carroll Hospice has a comprehensive Patients' Rights and

Responsibilities Policy that is hard wired in our work flows and practiced in every

patient encounter. It ensures every patient is provided with quality, safe care and
is treated with the utmost respect and compassion throughout his or her
experience with Carroll Hospice See Exhibit 8 for Carroll Hospice's Patients'

Rights and Responsibilities Policy.

P. Inpatient Unit: In addition to the applicable standards in .05A through O above,

the Commission will use the following standards to review an application by a

licensed general hospice to establish inpatient hospice capacity or to increase the
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applicant's inpatient bed capacity.

(1) .Need. An applicant shall quantitatively demonstrate the specific unmet

need for inpatient hospice care that it proposes to meet in its service area, including

but not limited to:

(a) The number of patients to be served and where they currently reside;
(b) The source of inpatient hospice care currently used by the patients identified

in subsection (1) (a); and
(c) The projected average length of stay for the hospice inpatients identified in
subsection (1) (a).

2) Impact. An applicant shall quantitatively demonstrate the impact of the

establishment or expansion of the inpatient hospice capacity on existing general

hospices in each jurisdiction affected by the project, that provide either home-

based or inpatient hospice care, and, in doing so, shall project the impact .of its

inpatient unit on future demand for hospice services provided by these existing

general hospices.

(3) Cost Effectiveness. An applicant shall demonstrate that:

(a) It has evaluated other options for the provision of inpatient hospice care,
including home-based hospice care as well as contracts with existing hospices that
operate inpatient facilities and other licensed facilities, including hospitals and
comprehensive care facilities; and

(b) Based on the costs or the effectiveness of the available options, the applicant's
proposal to establish or increase inpatient bed capacity is the most cost-effective
alternative for providing care to hospice patients.

Applicant Response: This standard is not applicable.

10.24.01.08G(3)(b). Need.

For purposes of evaluating an application under this subsection, the Commission shall consider
the applicable need analysis in the State Health Plan. If no State Health Plan need analysis is
applicable, the Commission shall consider whether the applicant has demonstrated unmet needs
of the population to be served, and established that the proposed project meets those needs.

Please discuss the need of the population served or to be served by the Project.

Responses should include a quantitative analysis that, at a minimum, describes the Project's
expected service area, population size, characteristics, and projected growth. For applications
proposing to address the need of special population groups identified in this criterion,. please
specifically identify those populations that are underserved and describe how this Project will
address their needs.
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Applicant Response:

Carroll Hospice proposes to expand its current comprehensive hospice program to provide
outpatient hospice services to Baltimore City, a jurisdiction that is contiguous to its current 3-
county service area.

The MHCC's Maryland Hospice Need Projections for Target Year 2019 (as published in the
Maryland Register on May 27, 2016) defines a net capacity need for 1,233 patients in Baltimore
City by Year 2019. The MHCC projects hospice volume in Baltimore City to grow from 1,434
patients (Year 2014) to 2,756 patients (Year 2019), an increase 1,332 hospice patients during
this period. Based on this analysis, the MHCC defined a net need for additional hospice
capacity to serve 1,233 hospice patients by FY2019. Carroll Hospice adopted this projection to
define unmet need in Baltimore City and to serve as the basis for sizing its program.

Carroll Hospice's response to this standard is organized below as follows:

1. The Underutilization of Hospice Services in Baltimore City and in the African-
American Community in Particular.

2. The Expected Growth in Demand for Hospice Services as a Function of Care
Delivery Models

3. Projected Growth in the Elderly Population in Baltimore City
4. Carroll Hospice Strategies for Meeting the Unmet Need in Baltimore City
5. Carroll Hospice Volume Projections

Data sources and technical notes accompanying the volume projections are found in Exhibit 9
Data Sources and Technical Notes.

1. The Underutilization of Hospice Services in Baltimore City and in the African-
American Community in Particular

Relative to other counties in the State of Maryland, hospice utilization in Baltimore City has
remained markedly low, and FY2015 patient volume from Baltimore City residents was flat, as
reflected in the following data:

27
14001483v1



County Use Rates for Hospice Care
Based on Sfate Health P(an Methodology

2012-2014

County Measure 2013 2014 2015
Allegany #Hospice Deaths 163 795 174

Hospice Use Rate 0,18 0.22
Anne Antndei #Hospice Deaths 1,996 1,926 1,707

Hospice Use Rate 0.61 0.49
Baltimore City #Hospice Deaths 1,848 1,434 1,433

Hospice Use Rate 0.31 0.25
Baltimore County #Hospice Deaths 4,024 4,321 4,554

Hospice Use Rate 0.54 0.56
Calvert ~ #Hospice Deaths 226 223 254

Hospice Use Rate 0.37 Q.37

Caroline #Hospice Deaths 66 89 92
Hospice Use Rate 0.22 0.27

Carroll #Hospice Deaths 753 730 802
Hospice Use Rate 0.52 0.50

Cecil #Hospice Deaths 395 379 367
Hos ice Use Rate 0.46 0.46

Charles ~ Hospice Deaths 287 265 268

Hos ice Use Rate 0.33 0.29
Dorchester # Nospice Deaths 77 75 B2

Hospice Use Rate 0.22 0.20
Frederick #Hospice Deaths 738 735 886

Hospice Use Rate 0.47 0.46
Garreit ~ Hospice Deaths 75 63 73

Hos ice Use Rate x,25 0.23
Harford #Hospice Deaths 850 966 991

Hospice Use Rate 0,47 0.51
Howard #Hospice Deaths 730 766 789

Hospice Use Rate 0.49 O.Ay
Kent #Hospice Deaths 81 111 66

Hospice Use Rate 0.34 0.46
Montgomery #Hospice Deaths 2613 2601 2,836

Hospice Use Rate 0.47 0.47
Pr George's ~ Hospice Deaths 12$8 1430 7,400

Hospice Use Rate 0.26 0.28

Queen Anne's #Hospice Deaths 151 200 173
Hos ice Use Rate d.40 0.49

Somerset #Hospice Deaths 81 66 88

Hospice Use Rate Q.32 0.25
St. Mary's #Hospice Deaths 31Q 33$ 316

Hospice Use Rate 0,41 O.A7
Talbot #Hospice Deaths iS5 167 82

Hospice Use Rafe 6.46 0.37
Washington #Hospice Deaths 725 817 800

Hospice Use Rate 0.48 0.57
Wicomico #Hospice Deaths 403 422 412

Hospice Use Rate 0.45 O.d6

Wprcaster #Hospice Deaths 246 2~5 296
Hospice Use Rafe 0.42 0.40

ToCal, State of MD #Hospice Deaths 18,321 18,554 18,940

Hospice Use Rate 0.42 0.43

Note Hospice Use Rstes = i# Total NospGe Deaths : geaths Age 35+years

Sources: t1) Hospice Use Rates, 2p12-2014: lviaryland HeaNh Cara Commission

(2) Depths, Age 35+, 2014• tdaryland Vdai Stati~iics Adminstratlon (2p15 unava~ahle)

(3) Hospice Deaths, 201¢2015; ft4HCGHospice Survey
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The need for hospice care in Baltimore City was underscored in an analysis prepared by the
MHCC that indicates an underutilization of hospice services by the African American population,
as reflected in the following data:

Hospice Admissions: African Americans, as Percentage of Population, Age 35+

2014-2015

African Amnriransr °/ of (]Paths ~ Afriran Americans: °/ of Deaths

2014

Hospice

Admissions

2014

% of Population Deaths,

Age 35+

2015

% Hospice Deaths

2015

% of Population DeathsCounty

Baltimore City 57% 68% 55% N/A

Prince Georges 60% 67% 60% N/A

Charles 28% 32% 26% N/A

Somerset 26% 25% 14% N/A

Dorchester 14% 25% 21% N!A

Wicomico 14% 20% 15% N/A

HoWafd 12% 20% 16% N/A

Baltimore 22% 17% 22% N/A

Kent 12% 17% 9% N/A

Montgomery 14% 16% 13% N/A

St, Marys 13% 15% 14% NIA

Calvert 11% 14% 10% N/A

Worcester 11% 14% 11% N/A

Talbot 7% 13% 6% N/A

Anne Arundel 15% 13% 15% N/A

Queen Annes 7% 12% 8% N!A

Caroline 6% 12% 13% N/A

Harford 7% S% 7% N/A

Frederick 5% 7% 5% N/A

Cecil 5% 5% 5% N/A

Washington 3% 4% 3% N/A

Carroll 3% 2% 2% N!A

Allegafty 3% 1% 0% N!A

Ga~iett 0% 0% 1% N/A

Total, State of MD 21 % 27% ~ 21

souroes:

(1) Deaths, by Race and by Age Cohort: Maryland Administration of VitalStatlstics

(2) Hospice admissions by race: MHCC Hospice Survey (number of deaths, by race, not available

~~
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Discussions with hospice providers, long-term care professionals, physicians, and case
managers confirm that hospice could be utilized more valuably to improve care. Two major
barriers are cited:

(a) Cultural and religious traditions that discourage hospice utilization —Health care

professionals cite deep-rooted barriers that exist particularly among the African American

community. The barriers include mistrust of hospice referrals, community culture, and possibly

weaker home supports to permit home hospice arrangements. These barriers are consistent
with patterns reported across the country; the literature on hospice care confirms that the

disparities in hospice utilization for African American groups is significant across the nation,

and that efforts to overcome these barriers require working relationships with community

groups, cultural competent hospice teams, and responsiveness to religious traditions/cultural

preferences.

(b) Need for provider education —Health care professionals emphasize that hospice care is
not introduced early enough in chronic disease management to be most valuable to patients
in Baltimore City, and that the need for greater provider education is critical to promoting
effective use of hospice.

2. Expected Growth in Demand for Hospice Services as a Function of Care Delivery
Models and Industry Dynamics

At the same time as these barriers are overcome, Carroll Hospice believes that hospice volume
in Baltimore City will be further fueled by new care management models and a number of factors
particularly relevant to the Maryland health care environment. These dynamics are described
below.

(a) The growth of palliative care services is expected to increase the demand for hospice
services

Clinicians anticipate major growth in the use of palliative care over the coming years,
accompanied by a growth in hospice referrals. Clinicians project that 30% of patients who receive
palliative care transition to hospice care. The growth in demand for palliative care is illustrated by
the figures below, documenting the growth in the number of monthly palliative care consults for
inpatients at Sinai Hospital and Northwest Hospitals. These figures represent only 2 of the 17
hospitals in Baltimore City, and only reflect inpatient demand for palliative care; clearly, the growth
of palliative care extends across Baltimore City providers and across levels of care.
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Table 4
Sinai Hospital and Northwest Hospital

Number of inpatient consults for palliative care

FY 2015 FY 2017
Nov -June FY 2016 Jul -Oct

# of Palliative Care Consults 225 596 301

# of Consults per Nbnth 28 50 75

Increase 78.6% 50.0%

Source: Sinai Hospital, Dept of Case Management (Oct 2016)

(b) Industry dynamics in Maryland will function to increase the demand for hospice care

The dynamics in Maryland that are expected to increase demand include the following:

Total cost of care model — As Maryland advances to the next phase of the Demonstration
Model, successful performance on the waiver test will depend on controlling the total costs of
care. The demand for alternative service settings that can reduce spending (including post-
acute spending) will become even more critical, and hospice services may play an
increasingly valuable role by reducing hospital readmissions and mortality rates, reducing the
costs per capita and improving quality of care. As ACOs and health systems formalize service
networks and operationalize risk-sharing/incentive models across levels of care, hospice
providers may be formally positioned within post-acute networks that take shape.

• Increased enrollment in Medicare ACOs -Enrollment is expected to increase considerably in
Maryland, and the incentives for physicians to control spending and utilize the lowest cost
setting will be stronger; hospice may function to support these goals.

Coordinated care models and capitation for dual eligibles —Maryland expects to introduce
ACO-like models for dual eligibles in Maryland, accompanied by greater care coordination
and incentives to control the costs of care. This may lead to increased utilization of hospice
services consistent with Medicare utilization patterns. Indeed, two MCO professionals
interviewed confirmed that enrollment of dual eligibles is likely to generate increased.demand
for hospice services. Therefore, a high quality hospice provider in Baltimore City - -with home-
based services, a low readmission rate and solid relationships with physicians - -may serve
a valuable role as a "preferred provider" in the continuum of care.

Medicare Choices —The new model, presently in demonstration, was introduced by CMS to
allow patients to continue receiving some level of treatment as a hospice patient. It is
expected to increase utilization of hospice services as patients become more comfortable
opting for hospice under these more flexible terms.

• Public release of hospice performance data —CMS expects to make public the performance
results from the Hospice Item Set (HIS) and Hospice CARPS which will allow care
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professionals and consumers to review cost and quality measures for individual hospice
providers. If consumer satisfaction and quality of care ratings are high, one would expect that
this consumer information will contribute to growing utilization of hospice services.

(c) Patient relationships and referral channels

Carroll Hospice expects to grow hospice volume at LifeBridge Health-affiliated institutions by
integrating with the many levels of care at LifeBridge Health and by introducing palliative care and
hospice services to patients earlier on in the course of care. The opportunity potential #o grow
hospice volume within the LifeBridge delivery system is substantial; specific program sites and
referral channels are identified below.

3. Projected Growth in the Elderly Population in Baltimore City

Growth in hospice utilization in Baltimore City is also expected to result from the projected growth
in the elderly population. The total population in Baltimore City, by age cohort, is presented below
to highlight the projected growth of the elderly population. Between 2014 and 2020, the elderly
population (age 65+ years) is projected to grow by 6%; by the Year 2020, there is projected to be
nearly 5,000 additional residents over the age of 65 years old in Baltimore City.

Table 5
Population Growth Estimates and Projections: 2014 — 2020

Baltimore City

2014 2015 2016 2017 2018 2019 2020

0-34 315,124 313,453 314,893 316,339 317,792 319,252 320,718

35-64 232,084 230,477 230,799 231,121 231,443 231,766 232,090

65-84 66,156 67, 566 68, 349 69,141 69, 942 70, 753 71, 573

85+ 10,347 10,353 10,221 10,091 9,963 9,836 9,711

Tota I 623, 711 621,849 624, 262 626, 692 629,141 631, 607 634, 092

Total Growth YOY -0,30°0 0.39% 0.39% 0.39% 0.39% 0.39°0

65+Growth YOY 1,85°a 0.84°0 0.84°0 0.85% 0.86% 0.86%

2014 - 2020 Total 65-r Growth 6.25%

Notes:

[1] Data retrieved from Maryland Department of Planning
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4. Carroll Hospice's Strategies for Meeting the Unmet Need in Baltimore City

A successful hospice care provider in Baltimore City will need to:

• Build the care management relationships and earn the trust of patients before the very end-
of-life stage, particularly in the minority and religious communities of Baltimore City;

• Engage community leaders to build greater acceptance of hospice;

• Educate/train providers and community health workers to introduce advance care planning
and hospice care as part of chronic disease management programs; and

• Demonstrate high quality performance to earn a preferred position with payers and Regional
Coilaboratives.

As a LifeBridge Health program and one that is introduced through clinical programs, social
services and interFaith work, Carroll Hospice's outpatient hospice program will earn the trust of
community members and providers. Carroll Hospice's expertise and its readiness to support
successful performance in Baltimore City is described below.

(a) Carroll Hospice's track record of successful strategies and high quality performance

Carroll Hospice provides comprehensive and compassionate hospice care to patients in their
own homes, in health care settings such as nursing homes, and in Carroll's independent
hospice facility (Dove House). Carroll Hospice has demonstrated an impressive track record for
educating the community, promoting hospice use, building program volume, and maintaining
high quality services. Performance reports are included in Exhibit 7. Key indicators presented
below to highlight Carroll's outstanding performance:

(i) County Use Rates — In FY2013-14, Carroll County reported one of the highest county
use rates in the State of Maryland. The significant volume growth in FY2015 strongly
suggests that the use rate has increased further. In Carroll County, this growth may be
largely attributable to the reputation and successful strategies of Carroll Hospice.

(ii) Program growth —Carroll reports a 41 %growth in patient volume in the past three years,
as measured by the number of unduplicated admissions, Notably, volume growth reflects
growth in each of the three jurisdictions served by Carroll Hospice.

33
14001483v1



Table 6

Carroll Hospice: Existing Three-Jurisdiction Program
# Unduplicated Admissions
FY2014-2017, Projected

FY'13 thru Projected FY'17

FY'13 FY'14 FY'15 FY'16
FY'17

ro'

Service

Home/Nursing Facility Sased 440 417 570 622 695

Inpatient (Dove House) 260 259 252 288 260

Total Admissions (Undup) 700 676 822 910 955

Countv

Carroll 596 572 695 745 782

Frederick 62 55 80 110 115

Baltimore 28 34 33 45 47

All Other 14 15 14 10 10

Total Admissions (Undue) 700 676 822 910 955

Source: Carroll Hospice Program, Oct 2016

(iii) Dove House —Dually licensed as a General Inpatient unit and a Hospice House, our
inpatient facility is truly a home away from home. Since opening its doors to those who
are experiencing symptoms and need a higher level of hospice care in 2007, our eight-
bed, inpatient facility offers a warm and supportive environment for patients and those
that love them. Staffed with an expert team of interdisciplinary professionals and
volunteers, we consider it a privilege to care for our community and remain committed to
highly personalized and individualized care.

(iv) Palliative care —Since 2008, Carroll Hospice has enjoyed a strong alignment with the
palliative care professionals at Carroll Hospital. Early in 2016, palliative services were
expanded to address the gaps in care within the community. This newest addition to the
care continuum allows greater flexibility for the patient, and family to transition across
care setting and programs and to receive the right care at the right time. Work to
facilitate alignment with our colleagues at Sinai and Northwest Hospitals is already
underway

(v) Responsiveness- Carroll Hospice considers every referral a call for our skills in pain and
symptom management and our expertise in courageous conversations. We pride
ourselves on responding within 24 hours of every call and most often within the same
day. This level of commitment is shared by all team members and inherent to our work
24 hours per day each day of the year.

(vi) Tenure of hospice employees -The tenure and low turnover of hospice employees at
Carroll Hospice attests to employee dedication and the high quality program leadership.
Carroll's Hospice program is also supported by over 2p0 hospice volunteers who
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dedicate their time and talent. In FY16, Carroll Hospice volunteers provided the

equivalent of 12.6% of the total patient care hours of all paid hospice employees. This is

well in excess of the 5% required by the CMS Hospice Conditions of Participation,

(vii)Quality indicators —Carroll Hospice has exceeded all regional benchmarks and has met

or exceeded all national benchmarks in each of the 11 domains of the Hospice CAHPS

for FY2016 . See response to Standard 05(K).

(viii)Philanthropy -Carroll Hospice has enjoyed a 30-year history of community support. In

fact, the Dove House General Inpatient Facility was funded 100% by private

donations. Since that time an average of $750,000 - $1,000,000 is gifted each year.

(b) Carroll Hospice's opportunity potential to effectively reach and build positive

relationships before the end-of-life stage

With this track record, Carroll Hospice is strongly positioned to reach, educate, engage and

empower large numbers of the Baltimore community by identifying Carroll Hospice with LifeBridge

Health, linking with its interfaith community work, leveraging LifeBridge Health's post-acute

resources, and integrating the hospice program with chronic disease management programs and

post-acute services. Carroll's hospice services will also be introduced to the community through

LifeBridge Health's broader initiatives for population health management which builds positive

relationships before sickness occurs through health education, wellness programs, visits by

community health workers, housing support services, and volunteer programs.

LifeBridge Health will provide Carroll Hospice with broad geographic reach, a broad continuum of

care, and deep, positive relationships with the local community upon which to build acceptance

of hospice care:

• Geographic reach and market presence:

o LifeBridge Health's service area incorporates more than 60% of the

Baltimore City population, and LifeBridge Health is investing heavily in

population health management activity across this region to continue

building community relationships.

o LifeBridge Health captures 54% of the age 65+ inpatient market in the

Baltimore City communities of its Primary Service Area, and captures

15% market share in Baltimore City, overall. See Exhibit 10.

• Existing relationships with minority communities /religious communities:

o Patient base and market identity —More than 60% of the discharges at

Sinai and Northwest Hospital are African American patients. Historically,

this has been the community that has demonstrated great reluctance to

utilize hospice. By being linked to LifeBridge, Carroll Hospice, will be well-

positioned to earn the trust of these communities; Carroll Hospice will

have the opportunity to build trust and acceptance by identifying its

hospice services with a familiar and trusted provider.
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o Orthodox Jewish community - LifeBridge also maintains very positive

community relationships with the Orthodox Jewish community, another

community that has traditionally been reluctant to utilize hospice services.

Sinai Hospital is closely identified by the Jewish community as particularly

responsive to Jewish traditions. By way of illustration:

Sinai Jewish Care Program (hospice) - LifeBridge Health
collaborated with leadership of the Jewish community to develop
the "Sinai Jewish Care Program" as part of its inpatient hospice
program so that end-of-life care was sensitive and responsive to
Jewish religious practices, This effort translated into support for
funeral planning and bereavement, and education to hospice unit
team members around cultural traditions.

• Engaging religious leaderships and community members across communities

Maryland Health Faith Network - LifeBridge Health has
established formal partnerships with 60 congregations/ministries
and their congregants as part of the Maryland Faith Health
Network, an important initiative that makes authentic the
partnership between LifeBridge Health hospitals and local
communities. In Baltimore City, the Network includes five large
partner congregations representing more than 8,000
congregants/families. Currently, activity is focused on coordinating
volunteer support services to patients who are hospitalized.
Worshippers who enroll in the Network are issued a Network ID
card and, in the event of a hospitalization, the card alerts a
hospital navigator to notify the patient's faith liaison, a volunteer
from the patient's congregation who is specially trained. The
liaison from the congregation helps coordinate volunteer efforts
with other congregation members who may provide assistance
with transportation, prescription delivery, and meals and/or
coordinate pastoral support. This represents only one activity than
has been formalized through the Faith Health Network; the
working relationship is ongoing, as LifeBridge and faith-based
community groups continue to identify ways to jointly respond to
community needs, continue to engage faith leadership, and deliver
culturally-sensitive services.

(c) Patient relationships and referral channels

Carroll Hospice expects to grow volume at LifeBridge Health-affiliated institutions by integrating

with the many levels of care at LifeBridge Health to introduce palliative care and hospice services

to patients early on in the course of care. The opportunity potential to grow hospice volume within

the LifeBridge Health delivery system is substantial; specific program sites and referral channels

are identified below.

More broadly, Carroll Hospice will work across the City - -with providers, families, community
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organizations and religious groups - - to effectively educate, build relationships, earn the trust and

demonstrate the value of hospice care. Several Baltimore City hospitals refer to the "huge

opportunity" to provide palliative care and hospice services to many more Baltimore City residents

if hospice were discussed earlier with patients and understood as a care transition. Specific

strategies and outreach activities are also described below.

(i) Referral channels aligned with LifeBridge Health programs

• Post-acute delivery system:

o Levindale Hebrew Geriatric Center and Hospital and FutureCare,
Lochearn together account for more than 600 nursing home admissions
per year. Up to 10% of nursing home admissions are expected to be
candidates for hospice care. Levindale also provides adult day services
and psychiatric day treatment - -program settings that build patient-
provider relationships long before end-of-life care requirements develop

o Post-Acute Physician Partners (PAPP), a LifeBridge joint venture, PAPP
is a network of 13 physicians and 13 midlevels that delivers care
transition services to home-bound patients and provides medical
management services to 20 nursing homes in Maryland, with plans to
grow this activity to many more Maryland nursing homes. PAPP
physicians will extEnd palliative care and hospice serves as appropriate to
the patient base served in the facilities where PAPP physicians serve as
medical managers. A review of hospice volumes at selected nursing
homes in Baltimore City - -nursing homes with which LifeBridge has
established working partnerships - -has suggested that there is
substantial opportunity to increase volume and improve quality of care to
patients through hospice services.

• Nursing home collaborative

o LifeBridge Health leads an informal collaborative of area nursing homes to
which it refers the majority of its patients. This collaborative is focused

intently on quality of care measures that include readmission rates, use of
palliative care, and use of hospice services; this activity is expected to
further promote referrals to hospice care.

• Cancer care

o The Lapidus Institute at Sinai Hospital treats more than 700 inpatients per

year and is expected to be a considerable source of hospice referrals.

• Palliative care services

o LifeBridge Health provides palliative care services to patients at each of
its hospitals, and the most recent report from Sinai Hospital documents

more than 100 inpatient consults per month for palliative care. The growth

in palliative care is expected to be accompanied by a growth in hospice
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utilization; industry benchmarks suggest that up to 3'0% of patients on
palliative care may be expected to transition to hospice care. As
discussed earlier, efforts are already underway to foster alignment
between these services and Carroll Hospice.

• Disease management programs and senior care programs

o LifeBridge Health operates a congestive heart failure clinic and expects to
develop additional disease management programs in the coming year.
These programs are supported by evidence-based protocols which can
effectively incorporate protocols/guidelines for use of palliative care and
hospice care at advanced stages of disease. These programs will provide
an immense opportunity to introduce patient/family education and
training, palliative care and advance care planning. The strong focus on
self-management and empowerment will continue naturally to promote
informed decision making and the election of hospice care.

• Aging in Place program

o This program will incorporate an array of services including House Call services,

Neighborhood Navigators, fall prevention and bedside visits, Fundamentally, it will

promote relationship-building and provide care coordination, and may provide the

platform for discussion of acomfort-oriented approach to care and of hospice

services at a IateC stage.

• HomeCare

o LifeBridge Health is part owner of HomeCare Maryland which served more than

1,100 Baltimore City residents this past year. Carroll Hospice is positioned to. provide

advance care planning and support to deliver seamless transitions to hospice

services for patients from across the City through this agency.

• Physician referral base

o LifeBridge Health represents a physician community of more than 700 employed

providers, 137 residents, and several hundred additional providers credentialed

throughout the health system. Additionally, more than 500 of our credentialed

physicians have primary offices in Baltimore City. This provides a huge continuing

education platform on the topics of patient decision-making/empowerment, advance

care planning, palliative care, hospice care, and the cultural expectations of

communities in Baltimore City.

o Sinai Hospital expects to introduce a resident rotation in palliative care. This initiative

is a critical component in achieving lasting change in practice patterns for end-of-life

care.

Finally, post-acute services are a major business line for LifeBridge Health, and LifeBridge

Health will continue to invest in this arena. Operating under Maryland's Demonstration Model,

LifeBridge Health has particularly strong incentives to continue investing in this arena. This point

is emphasized to contrast with private, for-profit companies that do not operate with this .
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incentive and historically have not invested in non-billable services to the same degree. Post-

acute services will be one area for ongoing investment by LifeBridge Health to improve quality

of care, lower readmission rates and reduce the total costs of care.

(ii) Referral Channels: The broader Baltimore City market

o Post-acute facilities — As noted above, PAPP physicians expect to expand their

medical management services to additional nursing homes in Baltimore City, which

will broaden the referral base for Carroll Hospice.

o Baltimore City hospitals —Case managers at St. Agnes Hospital and Bon Secours

Hospital report that there is a considerable opportunity potential to deliver hospice

services to a larger population; these individuals call for greater physician

education and earlier introduction of palliative care and hospice services in' patient-
providerdiscussions. Carroll will work closely with these two hospitals and expects
to increase hospice referral volume from these facilities.

o University of Maryland Medical System (UMMS) —Carroll Hospice has met with

the leadership of post-acute services at UMMS, and this group has expressed
interest in Carroll's proposed program.

o The Veterans Administration (VA) -The VA has enhanced the snd of life services

offered to those who have served our country. Carroll Hospice is a respected
partner with the VA in this initiative and enjoys a long-standing collaborative

relationship with the Baltimore VA Hospice Coordinator. Carroll Hospice is a proud
Level 3 partner in the We Honor Veterans program, a joint initiative between the

Veterans Administration and the National Hospice and Palliative Care

Organization.

o Medicaid MCOs/ACOs for Dual Eligibles —While Medicaid referrals currently

represent only 2% of hospice referrals in Maryland, the enrollment of dual eligibles

in Maryland is likely to translate into additional hospice volume. Carroll :Hospice

hopes to establish itself as a recognized, high quality provider of hospice care for

Medicaid networks.

(iii) Program strategies to encourage hospice utilization

Physician education —Case managers in Baltimore City hospitals identify physician education

as a priority need to promote hospice utilization. In its current service area, Carroll Hospice is

committed to providing physician education at facilities and will utilize identical strategies

across Baltimore City.

o Hospital-based hospice nurse liaisons, are key to successful discharge planning

for those approaching end of {ife. Colleagues in the acute care setting possess not

the time nor the expertise to guide patients and families through the multitude of

decisions and choices facing the seriously ill. The- presence of liaison staff,

working in conjunction with palliative care staff when available, serves to .educate

and role model for colleagues, as well as provide a confidence that the transition

in care is being done thoroughly and seamlessly. Most importantly, nursing liaisons

are able to help patients and families envision hospice care in their home or
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residence of choice; service options available to them, the commitment of
professionals and volunteers to physical, emotional and spiritual comfort and a full,
understanding of the financial obligations that may accompany this care choice.

o Community health workers —Community health workers across disciplines and
skill levels are increasingly being used to provide navigation and horrie-based
support services. Carroll Hospice, consistent with the experience in our, present
service area; is prepared to equip community health workers with the
information/guidance required to respond to patient/family inquiries about
community based palliative care choices and hospice services.

o Family support/bereavement —Carroll Hospice has a rich history of providing
support groups, grief education, celebrations of life etc. which are made available
to families of those we have been privileged to serve, community members who
have experienced a loss, as well as, facility based care colleagues

Evaluated together, these points of contact, the opportunities for relationship-building, the direct
referral channels through LifeBridge Health and the broader referrals channels to be built across
Baltimore City through education and professional support demonstrate Carroll's readiness for
success. Together, this review served as the basis for reasonably establishing a 25%
outpatient market share target for Carroll Hospice.

5. Volume Projections for Carroll Hospice

(a) Existing Carroll Hospice Program ~3 Iurisdictions)

Carroll Hospice has experienced 72% growth in patient days during the last three years at its
existing program, reflecting growth in both inpatient and outpatient hospice services, and across
all three jurisdictions.

.~
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TABLE 7
Carroll Hospice, Existing Program: Patient Days

FY2010-2Q17 Projected

Hospice Days
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2010 2011 2012 2013 012 4 2015 20116
Proj
2017

Tota) 19,112 17,844 22,4.11 28,146 24,516 29,158 33,201 42,094

a~~ Outpatient 17,789 16,190 20,894 26,422 22,817 27,253 31,363 40,082

Inpatient 1,323 1,654 1,517 1,724 1,699 1,905 1,838 2,012

Total Outpatient ~ Inpatient

Volume projections for Carroll's existing program were prepared based on the following

assumption:

• Carroll's existing program from the three jurisdictions it serves will grow consistent with

the demographic growth rate of the elderly population in its 3 County population base.

This computes to a 3.5% average annual growth rate (or 12% volume growth by
FY2020) for a projected census of 130 patients.
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TABLE 8
Carroll Hospice Volume Projection: Existing Three-Jurisdiction Program

FY2015-2020 Projected

FY 2015

Admissions (Unduplicated)

Outpatient 570

I npatient 252

Total

Annual % Chg.

Admissions (Duplicated)

Outpatient

I npatient

Lensth of Stav

Outpatient

I npatient

CensusDays

Outpatient

I npatient

Total

Annual °o Chg.

Average Daily Census

Outpatient

I npatient

Total

Annual % Chg.

822

CrntYrProj Projection Period

FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

622 694 723 752 782

288 260 265 271 276

910 954 988 1,023 1,058

10.7°o Q.8°o 3.6% 3.5% 3.4%

667 712 818 852 886 921

411 439 468 477 487 497

40.9 44.0 49.0 49.0 49.0 49.0

4.6 4.2 4.3 4.3 4.3 4.3

27,253 31,363 40,082 41,734 43,404 45,140

1,905 1838 2012 2,_,053 2094 236

29,158 33,201 42,094 43,787 45,498 47,276

13.9% 26.8% 4.0% 3.9°0 3.9%

74.7 85.9 109.8 114.3 118.9 123.7

5.2 5.0 5.5 5.6 5.7 5.9

79.9 91.0 115.3 120.0 124.7 129.5

13.9% 26.8% 4.0% 3.9°0 3.9%

(b) Carroll's focus on outpatient hospice care for Baltimore City residents

Carroll Hospice and LifeBridge Health believe that Baltimore City residents are well-served by
current providers of inpatient hospice care, and that capacity exists to meet the projected market
growth. LifeBridge Health patients, in particular, are well-served: Under a partnership model with
LifeBridge Health, Seasons operates inpatient hospice units at both Sinai Hospital and Northwest
Hospital. Referrals to these hospice units have grown significantly, reflecting Seasons' quality
program, the identification of the hospice program as a continuation of care with LifeBridge.
However, the growth of outpatient hospice services has been more challenging for independent
hospice providers. Carroll Hospice believes that to increase outpatient hospice utilization, it is
necessary to build care management relationships with patients early on - -through disease
management programs, aging services, and family support programs - -and to identify hospice
care as part of a trusted continuum of care. Therefore, Carroll Hospice intends to focus exclusively
on delivering outpatient hospice services for Baltimore City residents, working closely with
LifeBridge Health and other health systems in Baltimore City to expand access and promote

utilization of outpatient hospice services. As a provider of outpatient hospice currently, in a

jurisdiction contiguous with Baltimore City, Carroll Hospice can expand capacity and leverage its

i nfrastructure to operate these services in a highly cost-efficient delivery model.
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(c) Volume projection for outpatient hospice services

The MHCC projects a total of 2,756 hospice deaths in Baltimore City by FY2019. Based on
MHCC Hospice Survey data and industry benchmarks, Carroll Hospice applied a 70% factor to
size the outpatient hospice market in Year 2019 (see Table 9 below).

Carroll Hospice projects a 25% market share for outpatient hospice services, equivalent to 482
patients by FY2019. This market share projection reflects the very broad base of referral channels
outlined in Question 4(c), incorporating volume referred from LifeBridge Health-aligned programs
as well as volume referred from across Baltimore City.

Table 9
Projected Volume for Carroll Hospice

FY2019

FY2019

Total projected hospice deaths State Health Plan projection 2,756 deaths
~. ~

Total projected outpatient hospice Assume 70% of total volume 1,929
deaths.

Carroll Hospice Program Serve 25% of outpatient volume 482

deaths

Market share of the outpatient hospice market 25%
(482/1,929)

Equivalent share of the total hospice market 17%
(482/2,756)

The projected volume for Carroll Hospice (482 patients) represents 17% of the total
projected hospice market, which approximates LifeBridge's current market share of
elderly discharges from Baltimore City. As documented below, Sinai Hospital and Northwest
Hospital currently serve 15% of elderly acute care discharges from Baltimore City. Market share
for hospice services would be expected to be higher, given that there are a far more limited
number of providers and given that LifeBridge Health itself provides many direct referral
channels for hospice services.
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Table 10
LifeBridge Health Hospitals

Current Market Share of Acute Hospital Discharges, Age 65+
FY2016

Discharges Market Share

Sinai 3,561 12.7%

Northwest 553 2.0%

Carroll 13 0.0%

LBH Total

Balt. City Total

4,127 14.8%

27,948 100.0%

For purposes of assessment, the projected volume of 482 cases was "translated" into the
percentage of nit need to be met by Carroll Hospice:
• The MHCC projects a net need to serve 1,233 patients in Baltimore City by FY2019.
• Assuming that 70% of the need is for outpatient hospice, the net outpatient need equates

to 863 patients (1,233 x 70%).
• Carroll's volume target of 482. cases will meet more than half (56%) of the estimated

outpatient need for Baltimore City residents (see Table 11 below).

This plan reflects the assumption that existing providers will continue serving the Baltimore City
community and will expand capacity to meet the balance of the projected volume growth in
Baltimore City. Existing providers will not be impacted negatively, but are instead expected to see
program growth.
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Table 11
Projected Volume for Carroll Hospice

FY2019

FY2019

Total projected hospice deaths State Health Plan projection 2,756 deaths

Total projected outpatient hospice Assume 70% of total 1,929 deaths

Carroll Hospice Program Serve 25%0 of outpatient volume 482 deaths

Net need defined by MHCC 1,233

Net outpatient need estimated (70% x 1,233). 863

Carroll projected volume 482

Percentage of net outpatient need met by Carroll 56% ',
(482/863)

Sources:
(1) 2019 Projected Hospice Deaths; Federal Register, May 2016
(2) 2019 Projected Need: Federal Register, May 2016
(3) Outpatient Estimate; @ 70% of total hospice volume based on historical utilization patterns

Length of stay —The projected length of stay for Carroll's Baltimore City outpatient hospice
program is 35 days. This projection was based on a detailed analysis of length of stay patterns
for both Baltimore City hospice patients and Carroll's existing hospice patients using two data
sources:

• MHCC Hospice Survey: FY2015
• MedPAR files: Medicare data, only CY2014

These datasets provided the opportunity to examine length of stay of Baltimore City hospice
patients by service setting and to examine the effect of outliers on length of stay (defined as
180+ days). A detailed review is provided in the Statement of Key Assumptions for Financial
Projections in support of Hospice Application Tables 2A and 2B (Statistical Projections). The
projected length of stay for the new program is 35 days.

Projected ramp up -The projected volume for the new program at Carroll Hospice is presented
below:
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Table 12
Carroll Hospice

Baltimore City Outpatients, only
FY2018-2020

FY2018 FY2019 FY2020

# Admissions-unduplicated 123 290 482
ALOS 35.0 35.0 35.0
Census days 4,305 10,150 16,870
Average Daily Census 11.8 27.8 46.2

Operating costs -Operating costs are presented in Hospice Application Tabie 4 (Revenues and
Expenses —Proposed Project) and incorporate the following factors for the new Baltimore City
program:

• Wage rate differences
• Patient visit escort (25% of visits)
• Nurse/staff productivity (3-year ramp up period)
• Space costs
• Other administrative support
• Respite Services

Staffing requirements for the new Baltimore City program are presented in Hospice Application
Table 5 (Manpower Information).

(d) Carroll Hospice: Integrated Program

The total volume for Carroll Hospice's integrated program is presented in the table below,
accompanied by a chart to display program growth to a census of 180 patients.
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Table 13
Carroll Hospice

Integrated Program
FY2018-2020

FY2018
# Admissions -unduplicated 1,111
ALOS 43.3
Patient days 48,092
Average Daily Census 131.8

FY2019 FY2020
1,313 1,540
42.4 41.7
55,648 64,146
152.5 175.7

Carroll Hospice
Integrated Program: Average Daily Census

FY2018-2020
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10.24.01.08G(3)(c). Availability of More Cost-Effective Alternatives.

For purposes of evaluating an application under this subsection, the Commission shall compare
the cost-effectiveness of providing the proposed service through the proposed project with the
cost-effectiveness of providing the service at alternative existing facilities, or alternative facilities
which have subrrmitted a competitive application as part of a comparative review.
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Please explain the characteristics of the Project which demonstrate why it is a less costly or a
more effective alternative for meeting the needs identified.

For applications proposing to demonstrate superior patient care effectiveness, please describe
the characteristics of the Project that will assure the quality of care to be provided. These may
include, but are not limited to: meeting accreditation standards, personnel qualifications of
caregivers, special relationships with public agencies for patient care services affected by the
Project, the development of community-based services or other characteristics the Commission
should take into account.

Applicant Response:

Hospice care is recognized to improve the quality of care by providing emotional and spiritual
support, providing symptom management, empowering patients in adecision-making role, and
reducing readmissions/emergency room visits. There is growing evidence to demonstrate that
hospice care is correlated with reduced hospital care at the end of life and reduced Medicare
expenditures for most enrollees. A recent study reported that hospice use over 2 weeks.was
associated with decreased hospital days for all beneficiaries (1-5 days overall), with greater
decreases for longer hospice use (citation: Journals of Gerontology: Social Sciences 2015).

Carroll Hospice is well positioned to provide exceptional care to the residents of Baltimore City.
Our program has the necessary experience and a rich 30-year history of caring for patients and
families through end of life. Our nursing and hospice aide team members are certified in
Hospice and Palliative Care and our supportive services staff members credentialed consistent
with NHPCO recommendations.

As mentioned previously Carroll Hospice is CHAP accredited and has received accolades for
the quality of the care it provides based on Hospice CARPS survey results.

In this context, Carroll Hospice considered the following two alternatives to meet the unmet need,
promote access to hospice care, overcome current barriers to utilization, strengthen care
coordination, and lower the costs of care:

Option 1: Rely on high quality inpatient hospice services currently provided by Seasons
at Northwest and Sinai Hospitals, and rely on existing providers for outpatient hospice
care.

This option is not a more cost effective alternative due to the following considerations:

Seasons provides high quality inpatient hospice services through direct transfers of LifeBridge
Health's inpatients to its hospital-based units for end-of-life care. In general, patients are
identified in the inpatient setting for referral to the inpatient hospice units. Therefore, this model
does not provide the benefits of earlier introduction of hospice care, i.e. earlier-stage support
services to patients and their families and the care planning to reduce unnecessary hospital
utilization.

• Inpatients at Northwest and Sinai Hospitals and their families identify inpatient.. hospice
services with both Seasons and LifeBridge Health. Indeed, LifeBridge Health has been able
to respond to community-specific interests by designing hospital facilities and incorporating
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program features to accommodate the religious traditions of subsets of the community and
training hospice staff to be responsive to distinct cultural expectations. It is more challenging,
however, to assure this responsiveness and this ongoing investment for outpatient hospice
services, as these services are delivered off-site by another provider; moreover, it is more
difficult to present hospice care to families as part of the LifeBridge Health continuum of care
when an independent provider is utilized.

• Performance during the past two years has not demonstrated an appreciable change in
hospice utilization by Baltimore City residents.

o Data suggests that current providers of outpatient hospice have not effectively
promoted- hospice utilization among the underserved population. This may reflect
under-investment or lack of resources to establish education programs and/or build
working relationships that earns the trust and value recognition of hospice services

o Current providers may not be staffed with the culturally competent hospice staff to
provide a comfort level and sense of support that is needed during this very difficult
stage

o Current hospice providers may not be effectively linked to patients/families to introduce
the hospice option until such time as they are hospitalized; independent hospice
providers are not well-positioned in the care continuum or in the community tq discuss
advance care planning and future options.

o Providers /institutions may not be promoting advance care planning and may not be
referring patients to hospice to provide maximum access/maximum benefit to patients;
practice patterns of referring providers/institutions may be producing disparities in
care, and existing hospice providers may not be investing to change these referral
patterns.

The low utilization of hospice services results in relatively higher hospital utilization during the
last 6 months of life

o Under the Demonstration Model, Maryland must be concerned about reducing
hospitalization costs, reducing the total costs of care, reducing readmissions, and
lowering hospital mortality rates. Independent hospice providers are currently not
incentivized to reduce the total costs of care, and therefore would not be as focused
on hospital' utilization pattern in spite of the performance targets under CMS.

Option 2: Leverage the expertise and the infrastructure of Carroll Hospice t~ deliver
hospice services, and integrate these services with the LifeBridge market presence in the
Baltimore City community.

This option was determined to be the most cost effective alternative based on the.:fiollowing
considerations:

The performance record of Carroll Hospice is outstanding, and provides evidence of
successful strategies and investments:
o Carroll Hospice demonstrates high quality performance along all dirriensions,

exceeding regional benchmarks on several measures

o Carroll Hospice has increased patient volume by 40% over the course of the last
3 years, and Carroll County now reports one of the highest County hospice

..
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utilization rates in the State of Maryland

o The leadership of Carroll Hospice, Regina Bodnar, Executive Director, brings more
than 30 years of experience in hospice services and was the founding director of
clinical services at Gilchrist Hospice Care. She is recognized nationally in the field,
and is on the Board of.Directors of the National Hospice and Palliative Care

Organization, serves as the Chair 'of the NHPCO Quality and Standards
Committee and is President of the Hospice and Palliative Care network of
Maryland. Ms. Bodnar also was a content contributor to the NHPCO publication
"Staffing Guidelines for Hospice Home Care Teams" and lectures widely .on this

topic.

• The commitment of Carroll Hospice is to promote effective utilization of hospice across
Baltimore City through community education, physician education, positive
relationships with community-based organizations and faith-based groins, and
supportive relationships with nursing homes and assisted living facilities. Carroll

Hospice can be introduced, described, promoted in community groups and faith-based
organizations already tied to LifeBridge Health and trusted by the community. Carroll
Hospice will work with a broader base of community groups/settings as well. The effect

will be to increase hospice utilization across communities across the City.

• Carroll Hospice can be a particularly strong partner in post-acute services for
LifeBridge Health through the following:

o Identification of hospice services as a LifeBridge Health service and part of the
continuum of care;

o On-site nurse liaisons at LifeBridge Health hospitals;

o Shared medical record for LifeBridge Health patients;

o Alignment with the Post-Acute Physician Partners, a LifeBridge Healfin-owned
medical management group dedicated to improving post-acute care for patients at
home and in post-acute facilities

o Provider education to LifeBridge Health's broad base of physicians to ;_promote

effective use of palliative care and hospice services. This will support s' uccess with

chronic disease management under CCIP and MACRA targets and under..

o Integration with the larger post-acute business line and leveraging of LifeBridge

Health's resources for ongoing growth/activity

• Finally, as ~n affiliate of LifeBridge Hsalth, Carroll Hospice can be incentivized, longer-

term, to achieve the GBR and total costs of care performance targets for the health

system.

10.24.01.08G(3)(d). Viability of the Proposal.

For purposes of evaluating an application under this subsection, the Commission shall consider
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the availability of financial and non-financial resources, including community support, necessary
to implement the project within the time frame set forth in the Commission's performance
requirements, as well as the availability of resources necessary to sustain the project.

Please include in your response:

a. Audited Financial Statements for the past two years. In the absence of audited financial
statements, provide documentation of the adequacy of financial resources to fund this
project signed by a Certified Public Accountant who is not directly employed by the
applicant. The availability of each source of funds listed in Part II, B. Sources of Funds
for Project, must be documented.

Applicant Response: Audited financial statements for the past two years are attached
as Exhibit 11.

b. Existing facilities shall provide an analysis of the probable impact of the Project on the
costs and charges for services at your facility.

Applicant Response: The proposed project will not have any impact on curreni
charges are Carroll Hospice. Approximately 90% of Hospice patients are Medicare
patients therefore the reimbursement for incremental hospice patients will be based on
Medicare per diem rate for hospice services. Other payment rates will be consistent with
current contracts between Carroll Hospice and commercial payers.

c. A discussion of the probable impact of the Project on the cost and charges for similar
services at other facilities in the area.

Applicant Response: The proposed project will not have any impact on charges for
similar facilities. As stated above Hospice services are paid on a per diem rate b..ased on
fee schedules for Federal payers and existing contract for commercial payers. As
outlined in section 10.24.13.05 G, there is an expectation that other hospice providers in
the area will experience an increase in outpatient hospice cases. This incremental
volume will result in an increase in costs for existing providers with a corresponding
increase in revenue based on applicable per diem rate for Federal and commercial
payers.

d. All applicants shall provide a detailed list of proposed patient charges for affected
services.

Applicant Response: Based on current experience for outpatient hospice services
Carroll's per diem rate for outpatient hospice services will be $163 per day.

10.24.01.08G(3)(e). Compliance with Conditions of Previous Certificates of Need.

To meet this subsection, an applicant shall demonstrate compliance with all conditions applied to

previous Certificates of Need granted to the applicant.

List all prior Certificates of Need that have been issued to the project applicant by the Commission

since 1995, and their status.
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Applicant Response: This standard is not applicable. Carroll Hospital Center acquired
Carroll Hospice as an existing health care facility in 1995 without a Certificate of Need. Its
authorization to serve in Carroll, Baltimore and Frederick Counties pursuant to Chapter 404 of the
2003 Laws of Maryland is set forth in the August 18, 2003 letter from the Department of Health
and Mental Hygiene attached as Exhibit 12.

10.24.01.08G(3)(f). Impact on Existing Providers

For evaluation under this subsection, an applicant shall provide information and analysis with
respect to the impact of the proposed project on existing health care. providers in the service area,
including the impact on geographic and demographic access to services, on occupancy when
there is a risk that Phis will increase costs to the health care delivery system, and on costs and
charges of other providers.

Indicate the positive impact on fhe health care system of the Project, and why the Project does
not duplicate existing health care resources. Describe any special attributes of the project that will
demonstrate why the project will have a positive impact on the existing health care system.

'As part of this criterion, complete Table 5, and provide:

7. an assessment of the sources available for recruiting additional personnel;

2. recruitment and retention plans for those personnel believed to be in short supply;

3. (for existing facilities) a report on average vacancy rate and turnover rates for affected
positions,

Applicant Response:

As explained in Carroll Hospice's response to the Need standard (COMAR 10.24.08.08G(3)(b))
and in response to Standard .05G, the projected growth of hospice volume in Baltimore City will
permit each existing provider to increase its volume even as 1-2 new providers enter the market.
While market share figures decline, the overall growth of the market (i.e. case volume) allows
each provider to increase its patient volume.

The new program at Carroll is not expected to have any impact on the costs/charges at existing
hospice programs.

Additionally, approval of this project will has a positive impact on the health care system overall.
The increase in hospice utilization is expected to be accompanied by:
• Performance improvement on quality indicators for Maryland hospitals defined by the

Demonstration Model
o Reduction in hospital mortality rates
o Reduction in readmissions/re-visit rates/PAUs, particularly by nursing home

patients
o Improvement patient satisfaction

• Performance improvement on quality indicators for Maryland nursing homes
o Improved satisfaction of nursing home patients and their caregivers
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o Reduction in readmissions
These improvements will be reflected in new quality indicators at nursing homes and in
published results on Nursing Home Compare.

Performance improvement on ACO performance indicators and physician performance
indicators under APMs.

o This would include perFormance of the D-ACOs expected to be introduced for dual
eligible.

0

Reductions in the total costs for care under the Demonstration Model
o Under the GBR model, as hospice utilization increases, the total costs of care for

this population may, in fact, increase in the near-term. Longer-term, however, as
avoidable hospitalization is reduced and inpatient/ER resources can be reduced,
Baltimore City hospitals would expect to see savings under the GBR model.

Research demonstrates that hospice care can reduce unnecessary hospitalizations, reduce the

total costs per capita, and minimize the hardships associated with transfers of frail patients from

nursing home and home. Under the GBR model, a modest reduction in admissions will not
translate into hospital savings, and hospice utilization will initially constitute additional Medicare

spending for the State of Maryland. However, under a total cost of care model, the use of

hospice care can translate into measurable savings; the overall reductions in hospital spending

during the final 6 months of life are expected to exceed the incremental costs of hospice care.

As part of this criterion, complete Table 5, and provide:

1. an assessment of the sources available for recruiting additional personnel;

2. recruitment and retention plans for those personnel believed to be in short

supply;

Applicant Response; Carroll Hospice's recruitment for staff members to meet the

needs of a growing census will involve the committed corps of recruiters and human
resources professionals that presently support our work: In addition, we will learn from

the experience of our colleagues across the LifeBridge Health system and execute the

recruitment strategies found to be most successful in their respective arenas including

recruitment fairs, online applications via the Carroll Hospice website and incentivizing

employee referrals. The Career Centers of the Hospice and Palliative Care Network of

Maryland and the National Hospice and Palliative Care organization will also be utilized

to broaden our recruitment reach. Carroll Hospice does not anticipate difficulty in
recruiting new staff members or shortages in any position or discipline that would be

needed for the expanded program.

3. (for existing facilities) a report on average vacancy rate and turnover rates for

affected positions,

Applicant Response: Carroll Hospice is extremely successful at hiring, supporting and

retaining_ staff. In FY16 Carroll Hospice's turnover rate was .11 %and its vacancy rate was

1.59%. This speaks to the organization's ability to manage growth, change and maintain

a common vision and sense of accountability to the patients and families we serve. Our
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care team is guided by Carroll Hospital's overarching organizational philosophy focused

on SPIRIT values that are deeply imbedded in our culture. We can attribute our success,

in part, to having our actions and decisions guided by these values.

Service...exceed customer expectations.
Performance... deliver efficient, high quality service and achieve excellence in all we do.
Innovation.., take the initiative to make it better.
Respect... honor the dignity and worth of all.
Integrity... uphold the highest standards of ethics and honesty.
Teamwork... work together, win together.

PART IV -APPLICANT HISTORY, STATEMENT OF RESPONSIBILITY, AUTHORIZATION

AND SIGNATURE
1. List the name and address of each owner or other person responsible for the proposed

project and its implementation. If the applicant is not a natural person, provide the date

the entity was formed, the business address of the entity, the identity and percentage of

ownership of all persons having an ownership interest in the entity, and the identification

of all entities owned or controlled by each such person.

Applicant Response:

Carroll Hospice, Inc., 292 Stoner Avenue, Westminster MD 21157, is the entity

responsible for the proposed project and its implementation. Carroll Hospice was

formed on April 26, 1988.

Carroll Hospice is owned by Carroll Hospital, Inc., 200 Memorial Avenue,
Westminster MD 21157. Carroll Hospital, Inc. was formed on March 5, 1988.

Carroll Hospital, Inc., is owned by Carroll County Health Services Corporation.
Carroll County Health Services Corporation is owned by LifeBridge Health, Inc.

Please refer to the Organizational Chart attached as Exhibit 13.

2. Is the applicant, or any person listed above now involved, or ever been involved, in the

ownership, development, or management of another health care facility? If yes, provide a

listing of each facility, including facility name, address, and dates of involvement.

Applicant Response:

Carroll Hospice, Inc. operates general hospice programs in Baltimore, Carroll and

Frederick Counties. Carroll Hospital Center, Inc., owns and operates an acute

care general hospital in Westminster, Maryland.

Please refer to Exhibit 13 for the health care facilities in the LifeBridge Health

system.

3. Has the Maryland license or certification of the applicant facility, or any of the facilities listed

in response to Questions 1 and 2, above, ever been suspended or revoked, or been subject

to any disciplinary action (such as a ban on admissions) in the last 5 years? If yes, provide

a written explanation of the circumstances, including the dates) of the actions and the
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disposition. If the applicant, owner or other person responsible for implementation of the

Project was not involved with the facility at the time a suspension, revocation, or disciplinary

action took place, indicate in the explanation.

Applicant Response: No

4. Is any facility with which the applicant is involved, or has any facility with which the applicant

or other person or entity listed in Questions 1 & 2, above, ever been found out of compliance

with Maryland or Federal legal requirements for the provision of, payment for, or quality of

halth care services (other than the licensure or certification actions described in the

response to Question 3, above) which have led to an action to suspend, revoke or limit the

licensure or certification at any facility. If yes, provide copies of the findings of non-

compliance including, if applicable, reports of non-compliance, responses of the facility,

and any final disposition reached by the applicable governmental authority.

Applicant Response: No

5. Has the applicant, or other person listed in response to Question 1, above, ever pled guilty

to or been convicted of a criminal offense connected in any way with the ownership,

development or management of the applicant facility or any health care facility listed in

response to Question 1 & 2, above? If yes, provide a written explanation of the

circumstances, including the dates) of convictions) or guilty plea(s).

Applicant Response: No

One or more persons shall be officially authorized in writing by the applicant to sign for and act

for the applicant for the project which is the subject of this application. Copies of this authorization

shall be attached to the application. The undersigned is the ~wner(s), or authorized agent of the

applicant for the proposed or existing facility.

Applicant Response: Please refer to Exhibit 14 for this authorization.
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a written explanation of the circumstances, including the dates) of the actions and the
disposition. If the applicant, owner or other person responsible for implementation of the
Project was not involved with the facility at the time a suspension, revocation, or disciplinary
action took place, indicate in the explanation.

Applicant Response: No

4. Is any facility with which the applicant is involved, or has any facility with which the applicant
or other person or entity listed in Questions 1 & 2, above, ever been found out of compliance
with Maryland or Federal legal requirements for the provision of, payment for, or quality of
halth care services (other than the licensure or certification actions described in the
response to Question 3, above) which have led to an action to suspend, revoke or limit the
licensure or certification at any facility. If yes, provide copies of the findings of non-
compliance including, if applicable, reports of non-compliance, responses of the facility,
and any final disposition reached by the applicable governmental authority.

Applicant Response: No

5. Has the applicant, or other person listed in response to Question 1, above, ever pled guilty
to or been convicted of a criminal offense connected in any way with the ownership,
development or management of the applicant facility or any health care facility listed in
response to Question 1 & 2, above? If yes, provide, a written explanation of the
circumstances, including the dates) of convictions) or guilty plea(s).

Applicant Response: No

One or more persons shall be officially authorized in writing by the applicant to sign for and act
for the applicant for the project which is the subject of this application. Copies of this authorization

shall be attached to the application. The undersigned is the owner(s), or authorized agent of the

applicant for the proposed or existing facility.

Applicant Response: Please refer to Exhibit 14 for this authorization.
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hereby declare and affirm under the penalties of perjury that the facts stated in this application

and its attachments are true and correct to the best of my knowledge, information and belief.

Signature of Owner or Authorized Agent of the Applicant

Regina odnar, Executive Director, Carroll Hospice ~

Date: r2.7~/~
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Hospice Application: Charts and Tables Supplement

TABLE 1 -PROJECT BUDGET

STATEMENT OF KEY ASSUMPTIONS FOR FINANCIAL PROJECTIONS

TABLE 2A: STATISTICAL PROJECTIONS -ENTIRE FACILITY _

TABLE 2B: STATISTICAL PROJECTIONS -PROPOSED PROJECT

TABLE 3: REVENUES AND EXPENSES -ENTIRE FACILITY

TABLE 4: REVENUES AND EXPENSES -PROPOSED PROJECT
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TABLE 1: PROJECT BUDGET
INSTRUCTIONS: All estimates for 1.a.-d., 2.a. j., and 3 are for current costs as of the date ofi

application submission and should include the costs for all intended construction and

renovations to be undertaken. (DO NOT CHANGE THIS FORM OR ITS LINE ITEMS. IF

ADDITIONAL DETAIL OR CLARIFICATION IS NEEDED, ATTACH ADDITIONAL SHEET.)

A. Use of Funds

1. Capital Costs L applicable):

a. New Construction $
(1) Building
(2) Fixed Equipment (not

included in construction)
(3) Land Purchase
(4) Site Preparation
(5) Architect/Engineering Fees
(6) Permits, (Building,

Utilities, Etc)

SUBTOTAL $

b. Renovations
(1) Building $
(2) Fixed Equipment (not

included in construction)
(3) Architect/Engineering Fees
(4) Permits, (Building, Utilities, Etc.)

SUBTOTAL ~

c. Other Capital Costs
(1) Major Movable Equipment
(2) Minor Movable Equipment
(3) Contingencies
(4) Other (Specify)

TOTAL CURRENT CAPITAL COSTS $
(a-c)

d. Non-Current Capital Cost
(1) Interest (Gross} $
(2) Inflation (state all assumptions,

Including time period and rate) $

TOTAL PROPOSED CAPITAL COSTS (a - d) $

2. Financing Cost and Other Cash Requirements:

a. Loan Placement Fees $
b. Bond Discount
c. Legal Fees (CON Related)
d. Legal Fees (Other)
e. Printing
f. Consultant Fees
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CON Application Assistance $52,750

Other (Specify)
g. Liquidation of Existing Debt
h. Debt Service Reserve Fund
i. Principal Amortization

Reserve Fund
j. Other (Specify)

TOTAL (a - j) ~

3. Working Capital Startup Costs $

TOTAL USES OF FUNDS (1 - 3) $52,750

B. Sources of Funds for Project:

1. Cash $52,750

2. Pledges: Gross ,
less allowance for
uncollectables

= Net
3, Gifts, bequests
4. Interest income (gross)
5. Authorized Bonds
6. Mortgage
7, Working capital loans
8. Grants or Appropriation

(a) Federal
(b) State
(c) Local

9. Other (Specify)

TOTAL SOURCES OF FUNDS (1-9) $52,750

Lease Casts:
a. Land $ X = ~
b. Building $ x = $
c. Major Movable Equipment $ x = ~
d. Minor Movable Equipment $ X = ~
e. Other (Specify) $ X = ~

59
14001483v1



Carroll Hospice

Statement of Key Assumptions

Financial Projections

■ Current Program: The following key financial assumptions were used to develop the

financial outlook for Carroll Hospice current operations.

1. Census Days /Average Daily Census: Census days for the current program are

projected to reach approximately 47,000 days (ADC of 130) by FY 2020. This

represents annual average growth rate of 4% per year from current year (FY

2017) projected levels —and is consistent with projected population growth over

this same time period for the elderly population demographic. Outpatient

services account for 95% of Carroll Hospice total patient days. Length of stay has

been projected to remain at current levels (Outpatient: 49 days, Inpatient: 4

days) throughout the projection period.

2. Gross Revenue: Gross revenues are projected to increase from $6.5 million

currently to $7.3 million by FY 2020, This revenue growth is consistent with

projected growth in census days. Gross revenue per census day has been

projected to remain consistent with current levels of $163/day (outpatient) and

$707/day (inpatient). Medicare accounts for over 93% of Carroll Hospice patient i

revenue stream.

3. Deductions from Revenue: Deductions from revenue are projected to total

3.9% of gross revenue throughout the projection period —consistent with prior

experience. Deductions from revenue include: contractual allowances (3.2%),

bad debt and other uncollectible (.5%), and charity care (.2%J.

4. Salaries and Benefits: Salaries and benefits account for approximately 70% of

total operating cost and are projected to total $5.4 million by FY 2020. Carroll

Hospice existing program workforce is projected to total 69 FTE's by FY 2020 — an

increase of approximately 7 FTE's from current levels. This FTE requirement

assumes ADC per Direct FTE will remain at current levels (3.0) during the

projection period as illustrated in the chart below. This productivity level is

between the 50th and 75t~ %range as published by the NHPCO.
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ADC per Direct FTE
(Combined IP and OP)

I n addition, workforce requirements have been projected to maintain current mix of

direct care FTE's (62%) to support FTE's (38%). The table below further illustrates

Carroll Hospice current and projected workforce mix.

Current Proj
c..,... 'cv~vn

Direct fTE's

Skilled Nursing 17.8 _ 19.6

Hospice Aides .12.3 14.2

"Social Work 4.6 5.0

Chaplain Services / Phys 3_6. 3_9

Subtotal 38.3.62% 42.7 62%

Indirect FTE's. 23.3 38% 26.1 38%

Total 1~_.6 68.8

gV Service

Home/Facility 41.9 68% 46.9 68%

Inpatient (Dove House) 19.7 32% 21.9 32%

Total 61.6 68.H

5. Other Variable Expenses: Other variable expenses include patient supplies,

pharmaceuticals, DME rentals, care giver and patient travel expense, and other

medical services. These costs are estimated to total approximately,$32 per census

day throughout the projection period —consistent with current levels. Based on

47,000 census days, these costs are projected to total $1.5 million by FY 2020 —

accountingfor approximately 19% of total operating costs.

6. Other Expenses: Other expenses represent fixed operating cost and include the

following: utilities, insurance, maintenance contracts, linen processing, equipment
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rentals, advertising, medical director and physician coverage, and other support

functions (accounting, tax, human resources, recruitment, and information s~,rstems).

7. Non-operating activities: Non-operating activities include unrestricted annual

fundraising proceeds (net of expense) and rental income. These activities are

projected to support Hospice operating activities by $256k per year throughout the

projection period. In addition, Carroll Hospice is projected to receive $425k in donor

restricted contributions and $240k in endowment fund earnings during the

projection period.

The table below illustrates the financial operating outlook for Carroll Hospice existing programs

through FY 2020.

Carroll Hospice

Financial Outlook (Existing Programs)

Results by Business Activity (000's Omitted)

Proiection Period

FY2017 FY2018 F1'2019 FY2020 °: '17-'20FY2015 FY2016

CurrentProerams (IP and OP)

55,466 X6,106 57,634 X7,914 $8,203 X8,504 11.4%Patient Revenues

F.~cpenses

SalariesBenes $3,826 $4,547 $4,883 $5,054 $5,219 $5,391 10.4%

Supplies and Drugs $471 $585 $727 $755 $782 $811 11.6%

DMF/Mileage/Medical Services _ $423 $488 $601 $625 $651 $676 12.5%

Services and Fees $545 $709 $894 $900 $904 $909 1.7%

Subtotal $5,265 $6,329 $7,105 $7,334 $7,556 $7,787 9.6%

FBIDA/Cash Flow $201 ($223) $529 $580 $647 $717

Depreciation $158 $164 $164 $164 $164 $164 0.0%

Income from CurrentPrograms S43 ($387) $365 X416 $483 $553

0.8% -6.3% 4.8% 5.3% 5.9% 6.5%

The table below illustrates total sources of funds (including non-operating activity as described

in #7 above.
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Results by Business Activity (000's Omitted)

FI'2015 FY2016

Projection Period

FI'2017 FY2018 FI'2019 FY2020

Income from Current Programs $43 (5387) $365 $416 $483 X553

Other Non-Oeerntin  gTtens

Net Fundraising (Unrestricted)

Rental Income /Other

Subtotal

$693

~I_

$694

$569

X7_6

$645

$255

X48

$303

$255

~1_

$256

$255

~_1

$256

$255

~1

$256

Net Income $737 $258 $668 X672 $739 $809

Olher Sotu•ces ol'Funds

Restricted Gifts and Pledges

Endowment Fund Proceeds

Subtotal

$343

~0

$343

$56

~0

$56

$425
240,

$665

$425
'240

$665

$425
240

$665

$425
240

$665

Total $1,080 $314 $1,333 $1,337 $1,404 X1,474

■ Baltimore City Outpatient Hospice: The following I<ey financial assumptions were

used to develop the financial outlook for Carroll Hospice current operations.

1. Patient Volume: Carroll Hospice projects that it will provide outpatient hospice

services to 482 Baltimore City residents by FY 2020 —representing 39%

(482/1,233) of MHCC identified net incremental total need and an estimated

56% (482/863) of net incremental outpatient need. This level of Baltimore City

admissions to Carroll Hospice represents 17% total hospice market share-and

25%outpatient market share. Average daily census is projected to reach 46

patients per day by FY 2020 —based on average length of stay of 35 days.

The table below illustrate ramp-up assumptions for admissions and average daily

census for Carroll Hospice Baltimore City projected patient population.

Carroll Hospice

<ey Volume Assumptions: Baltimore City
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Projection Period

FY 2018 FY 2019 FY 2020

KevVolume Indicators

Admissions 123 290 482

LOS 35.0 35.0 35.0

Census Days 4,305 10,150 16,870

ADC 11.8 27.8 46.2

2. Gross Revenue: Gross revenues from the Baltimore City program are projected

to total $2.6 million by FY 2020. Gross revenue per census day has been

projected to remain consistent with current program levels of $163/day for

outpatient hospice services. Medicare and Medicaid are projected to account

for 95% of Carroll Hospice patient revenues attributable to Baltimore City

patients.

3. Deductions from Revenue: Deductions from revenue are projected to total 5%

of gross revenue throughout the projection 'period —somewhat higher than

current program levels (3.9%). Increased provisions for charity care (.9%) and

bad debt (.9%)have been provided for. Contractual allowances (3.2%) are

projected to be consistent with current program levels.

4. Salaries and Benefits: Salaries and benefits account for approximately 63% of

total operating cost associated with the Baltimore City program and are

projected to total $1.6 million by FY 2020. Workforce requirements necessary to

service this patient population are projected to total approximately 21 FTE's by

year 3 of the program. In developing workforce size for Baltimore City, Carroll

Hospice has assumed athree-year productivity ramp-up (as measured by ADC

per direct FTE). By FY 2020, it is estimated that ADC per FTE will reach 3.6 —

approximately 88% of current program experience. This anticipated gap 'is

attributable to estimates that 70% of Baltimore City outpatient hospice census

days-will be attributed to hospice enrollees that reside in private residences (vs

40% for Carroll Hospice current program). ADC per FTE tends to be somewhat

lower for home-based patients compared to patients that reside in skilled

nursing and LTC facilities (based on current experience), Carroll Hospice has also

assumed that workforce mix (Direct/Support) will remain consistent with current

program experience. Wage rate differentials of 10% have also been assumed in

projecting salary expense. The following charts further illustrate key

assumptions used in developing workforce size and salary expense.
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ADC Per FTE

Baltimore City Ramp-up vs Current OP Program

s.o
4.5

4,0

3.5

3.0

2.5

2.0

1.5

1.0

0.5

0,0
FY'18 FY'19 FY'20 Current Op Program

~ Baltimore City Program 0 Current OP Program

FTE Ramp-up and Mix

Baltimore City

Projection Period
CV ~~D N~1Lf GV ~'Ifl

Direct FTE's

Skilled Nursing 2.0 3.8 6,2

Hospice Aides 1.3 2.8 3.7

Social Work 1.1 1.7 1.8

Chaplain Services / Phys 0_6 1_0 1_2

Subtotal 5.0 9.3 12,9

Indirect FTE's 3.3 5.8 7.8

Total $3 151 20.7

FTE Mix

Direct 60% 62% 62%

Indirect 40% 38% 38%

Total 300% 100% 100%

5. Other Variable Expenses: Other variable expenses include patient supplies,

pharmaceuticals, DME rentals, care giver and patient travel expense, and other

medical services. These costs are estimated to total approximately $34 per census

day throughout the projection period, somewhat higher than current program

levels ($29 per outpatient census day). This difference is primarily attributable to

estimated differences in residence status (home vs facility) from current program

experience as discussed in developing workforce requirements. Based on 16,870

census days, these costs are projected to total $572,000 by FY 2020 —accounting

for approximately 23% oftotal operating costs. In addition to items discussed

above, projected expenses include a $13 per census day provision ($220k annually

by 2020) for visit escort and patient respite services.
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6. Other Expenses: Other expenses represent fixed operating cost and include the

following: utilities, provision for rent, insurance, maintenance contracts,

equipment rentals, and advertising.

The table below illustrates the incremental operating outlook for Carroll Hospice Baltimore City
outpatient hospice program based on to the assumptions described above. By FY 2020, it is
anticipated that these services with generate positive cash flow and an operating margin of
approximately 4% on revenues of $2.6 million.

Projection Period (000's)

FY2018 FY2019 F'Y2020

Key Volume Indicators

Admissions 123 290 482

Census Days (All Outpatient) 4,305. 10,150 16,870

ADC 11.8 27.8 46,2

NetPat~entRevenues (000's) $662 $1,56 $2,604

PerDtrp x'1.54 $.I54 $134

ns es

Salaries/Benes $636 $1,131 $1,576

Supplies and Drugs $69 $163 $270

DMF/Mileage/Medical Services $76 $183 $302

Security /Visit Escort $20 $48 $79

Respite Services (Pass-thru) $36 $85 $141

Subtotal $837 $1,610 $2,368

Per D~r~~ $194 x'159 $140

OtherFixed Cost Provision (Rent,etc) $116 $119 $l27

Total ~cpenses $953 $1,729 $2,495

Increm. Income from Balt. City ($291) ($161) $109

-44.0 % -I 0.3 % 4.2

■ Carroll Hospice —Including Baltimore City: Based on the assumptions described

earlier, the following tables illustrate Carroll Hospice anticipated volume levels and

financial outlook when combining current program operations with projected results for

patients served in Baltimore City.

1. Patient !/olume: By FY 2020, Carroll Hospice projects that it will provide

outpatient hospice services to over 1,500 to residents of Carroll, Frederick, and

Baltimore counties, and Baltimore City. The tables below further illustrate

historical and projected I<ey volume indicators.
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CrntYrProj Projection Period

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 %Chi

ICey Volume l~dicators - (Fv'v)

Admissions (Unduplictated~ 822 910 954 1,111 1,313 1,540 61%

Census Days 29,158 33,201 42,094 48,092 55,648 64,146 52%

Length ofi Stay (Days/Adm) 35.5 36.5 44.1 43.3 42.4 41.7 -6%

Average Daily Census 79.9 91.0 115.3 131.8 152.5 175.7 52%

240
zzo
Zoo
180
160
140
120
100
80
6d
40
20
0

Carroll Hospice

Average Daily Census (All Programs Combined)

FY FY FY FY FY FY FY

2014 2015 2016 2017 20.8 2019 2020

Proj Proj Proj Proj

Outpatient D Inpatient Baltimore City

Current Programs New Program

2. Revenues and Program Operations. By FY 2020, Carroll Hospice projects that

net revenues will grow to $11.1 million_ and continue to demonstrate positive

operating results and financial viability. Total program operating margins are

projected to remain .positive throughout the projection period while Baltimore

City operations ramp-up over a three-year period.
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Net Patient Revenue (000~s}
RII Programs (Cu rre nt a n d Ba It, Gity)

$12,000

$10,000

$8,QD~

$6,000

$4,000

$2,000

~~

y
_ .,_':

4'"
I ~ ̀.
f ' l ',

.t~ I ~:- -
i E-:

FY'15 FY'16 FY'17 FY'i$ FY'19 FY'20

Historical t Projection Period

Program Operating Income (000~s)
All Programs (Currentand Balt, City

Results by Bu sinew Activity (000's)

Praxtinn Period

fY 20ll hS' 2018 F1' 2019 F1' 2020

R+ttimore Cih• Pro~r:mi
Patient Revrnues $66'! 31,563 3?,G41

cretin E rnses 953 S17?9 2.495

Incomefrom Curreo~Programs (5291) (5161) 5309

Ja.O°b •103°n 4.:9b

Current Proermus (1P and OPl
57,634 Si,91J SS .03 56,161Patient Revrnues

Operating E~enses 57.169 S7.d9S $~_i20 57.957

Incomefram Neer Prmram S365 S4I6 $4$3 55;3

J.8% 33°6 5.99b 6.59d

Cmnhincvl Proeram incomg
Patient Revenuts 57,63) ~ S8,i%6 59,711 511,103

O eating E~prnscs S7~69 55.x;1 S9.aa9 10446

Incomefrom x111 Prograu~s S365 5125 5322 Sb6?

J.84b l.s4n 3.346 6.046

3. Financial Outlook —All Activities. Further demonstrating on-going financial

viability, Carroll Hospice enjoys a history of strong community support to

facilitate the delivery ofhigh-quality, cost effective hospice care to its

community. This community support is expected to continue as Carroll Hospice

begins service to Baltimore City residents. The table below illustrates Carroll

Hospice projected sources of funds available from all activities.

_ _
Results by Business Activity (000's Omitted)

F7'2015 FP201G

Projection Period

FI'2017 F'Y2018 F'Y2019 F1'202D

Incomefrom Current Programs $43 0387) X365 $125 $322 X662

Other Non-Operltina Items

Net Fundraising (Unrestricted)

Rental Income /Other

Subtotal

$693

~1

$694

$569

X76

$645

$255

43

$303

$255

~1,

$256

.$255

~1_

$256

$255

~1

$256

NetLtcome $737 $258 $668 $381 $578 $918

Other Sources of Funds

Restricted Gifts and Pledges

Endowment Fund Proceeds

Subtotal

$343

~0

$343

$56

~0

$56

$425

240

$665

$425
240

'$665

$425
240

$665

$425

240

$665

Total X1,080 $314 $1,333 $1,046 X1,243 $1,583
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Instructions: Complete Table 2A for the Entire General Hospice Program, including the proposed
project, and Table 2B for the proposed project only using the space provided on the following pages.
Only existing facility applicants should complete Table 2A. All Applicants should complete Table
2B. Please indicate on the Table if the reporting period is Calendar Year (CY) or Fiscal Year (FY).

TABLE 2A: STATISTICAL PROJECTIONS -ENTIRE Hospice Program

Two Most Current
Actual Years

Projected years -ending with first
year at full utilization

FISCAL YEAR 2015 2016 2017 2018 2019 2020
Admissions-unduplicated 822 910 954 1,111 1,313 1,540

Deaths 755 843 876 .1,013 1,197 1,407
Non-death discharges 30 50 72 81 92 104
Patients served-unduplicated 880 1,005 1,067 1,231 1,449 1,702

Patient da s 29,158 33,201 42,094 48,092 55,648 64,146
Average length of stay 35.5 36.5 44,1 43.3 42.4 41.7
Average daily hospice
census

79.9 91.0 115.3 131.8 152.5 175.7

Visits by discipline
Skilled nursing 14,268 15,051 17,629 19,675 22,260 25,151
Social work 3,805 3,968 4,441 4,768 5,171 5,618
Hospice aides 12,143 12,024 14,140 15,834 17,975 20,371
Physicians -paid 1,464 1,389 1,505 1,568 1,642 1,722

Physicians -volunteer 0 0 0 0 0 ~ 0

Chaplain 3,045 3,539 4,1-13 4,562 5,127 5,758

Other clinical-therapy 159 222 273 317 372 435

Licensed beds
Number of licensed GIP beds 8 8 8 8 8 8

Number of licensed Hospice
House beds

0 0 0 0 0 0

Occupanc
GIP(inpatient unit) 65% 63% 72% 74% 76% 78%

Hospice House 0% 0% 0% 0% 0% - 0%
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TABLE 2B: STATISTICAL PROJECTIONS —PROPOSED PROJECT

Projected years —ending with first year at ftali

utilization
FISCAL YEAR 2017 2018 2019 2020

Admissions-unduplicated 123 290 482

Deaths 105 255 434

Non-death discharges 6 15 24

Patients served 123 302 515

Patient days 4,305 10,150 16,870

Average length of stay 35.0 35.0 35.0

Average daily hospice census 11.8 27.8 46.2

Visits by discipline
Skilled nursing 1,446 3,426 5,690
Social work 203 481 799

Hospice aides 1,204 2,853 4,738

Physicians -paid 28 67 110

Physicians -volunteer 0 0 0

Chaplain 313 741 1,230

Other clinical-therapy 33 77 128

Licensed beds
Number of licensed GIP beds 0 0 0

Number of licensed Hospice House
beds

0 0 0

Occupancy
GIP(inpatient unit) 0% 0% 0%

Hos ice House 0% 0% 0%
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'TABLE 3: REVENUES AND EXPENSES -ENTIRE Hospice Program

(INSTRUCT'IONS: ALL EXISTING FACILITY APPLICANTS MUST SUBMIT AUDITED

FINANCIAL STATEMENTS)

Two Most Recent Current Projected Years
Years --Actual Year (ending with first full year at full

Projected utilization)

FISCAL YEAR 2015 2016 2017 2018 2019 2020

1. Revenue

a, a. lnpatient
1,338,187 1,286,020 1,421,961 1,450,400 1,479,408 1,508,996

services

b. Hospice house
o 0 0 0 0 0

services

c. Home care
4,325,490 5,103,475 6,522,241 7,479,917 8,704,935 10,077,954

services

d. Gross Patient
5,663,677 6,389,495 7,944,202 8,930,317 10,184,343 11,586,950

Service Revenue

e. Allowance for
~28,~86) (32,165) (39,991) (47,719) (57,814) (69,201)

Bad Debt

f. Contractual
(159,012) (240,295) (257,255) (287,844) (326,751) (370,051)

Allowance

g. Charity Care
(0,055) (10,226) (12,714) (19,287) (28,374) (39,002)

h. Net Patient
5,465,824 6,106,809 7,634,241 8,575,467 9,771,404 11,108,696

Services
Revenue

i. Other Operating
o 0 0 0 0 0

Revenues
(Specify)

j. Net Operating
5,465,824 6,106,809 7,634,241 8,575,467 9,771,404 11,108,696

Revenue

2. Expenses

a. Salaries, Wages, and
3,826,295 4,546,801 4,882,914 5,689,685 6,350,876 6,967,642

Professional Fees,
(including fringe benefits)

b. Contractual Services
o 0 0 0 0 0

c. Interest on Current
o 0 0 0 0 0

Debt

d. Interest on Project ~ o 0 0 0 0

Debt

e. Current Depreciation
158,377 164,370 164,370 164,370 164,370 164,370
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f, Project Depreciation ~ 0 0 0 0 0

g. Current Amortization 0 0 0 0 0 0

h. Project Amortization ~ 0 0 0 0 0

i. Supplies
470,900 585,112 726,822 822,909 944,484 1',080,687

j. Other Expenses
966,706 1,197,827 1,495,551 1,773,655 1,990,041 2,234,072

(Specify)

k. Total Operating
5,422,278 6,494,110 7,269,657 8,450,619 9,449,771 10,446,771

Expenses

3. Income

a. Income from
43,546 (387,301) 364,584 124,848 321,633 661,925

Operation

b. Non-Operating Income
X94,239 645,242 302,925 255,925 255,925 255,925

c. Subtotal
737,785 257,941 66'7,509 380,773 577,558 917,850

d. Income Taxes
0 0 0 0 0 0

e. Net Income (Loss)
737,785 257,941 667,509 380,773 577,558 917,850

Table 3 Cont. Two Most Current Projected Years

Actual Ended Year (ending with first full year at
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Recent Years Projected full utilization)

FISCAL YEAR 2015 2016 2017 2018 2019 2020

4. Patient Mix

A. As Percent of Total
Revenue

1. Medicare 92% 93% 93% 92% 91% 90%

2. Medicaid 1% 1% 1% 2% 3% 4%

3. Blue Cross 3% 3% 3% 3% 3% 3%

4. Other Commercial 4% 3% 3% 3% 3% 3%

Insurance

5. Self-Pay ~% 0% 0% 0% 0% 0%

6. Other (Specify) ~% 0% 0% 0% 0% 0%

7. TOTAL 100% 100% 100% 100% 100% 100% 100%

B. As Percent of
Patient
Days/Visits/Procedures
(as applicable)

1. Medicare 92% 93% 92% 92% 91 % 90%

2. Medicaid 1 % 1 % 1 % 2% 3°/o 4%

3. Blue Cross 3% 3% 3% 3% 3% 3%

4. Other Commercial 4% 3% 4% 3% 3% 3%

Insurance

5. Self-Pay ~% 0% 0°l0 0% 0% 0%

6. Other (Specify) ~% 0% 0% 0% 0% 0%

7. TOTAL 100% 100% 100% 100% 100% 100% 100%
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TABLE 4: REVENUES AND EXPENSES -PROPOSED PROJECT

(INSTRUCTIONS: Each applicant should complete this table for the proposed project only)

Projected Years
ending with first full year at full utilization}

FISCAL YEAR 2017 2018 2019 2020

1. Revenue

a. Inpatient services 0 0 0

b. Hospice House services 0 0 0

c. Home care services 696,789 1,650,479 2,741,319

d. Gross Patient Service Revenue 696,789 1,650,479 2,741,319

e. Allowance for Bad Dzbt (6,271) (14,854) (24,672)

f. Contractual Allowance (22,459) (52,953) (87,549) .

g. Charity Care (6,109) (14,716) (24,845)

h. Net Patient Services Revenue 661,947 1,567,955 2,604,253

i. Other Operating Revenues
(Specify)

0 0 0

j. Net Operating Revenue 661,950 1,567,955 2,604,253

2. Expenses

a. Salaries, Wages, and Professional
Fees, (including fringe benefits)

635,917 1,131,272 1.,576,487

b. Contractual Services

c. Interest on Current Debt

d. Interest on Project Debt

e. Current Depreciation

f. Project Depreciation

g. Current Amortization

h. Project Amortization

i. Supplies
68,648 162,607 270,078

j. Other Expenses (Specify)
248,646 435,193 648,560

k. Total Operating Expenses
953,211 1,729,072 2,495,125

3. Income.

a. Incomefrom0 erafionN
(291,265) (161,117) 109,128
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b. Non-Operating Income 0 0 0

c. Subtotal (291,265) (161,117) 109,128

d. Income Taxes 0 0 0

e. Net Income (Loss) (291,265) (161,117) 709,128

Table 4 Cont. Projected Years
(ending with first full year at full
utilization)

FISCAL YEAR 2017 2018 2019 2020

4. Patient Mix

A. As Percent of Total
Revenue i

1. Medicare 90% 90% 90%

2. Medicaid 5% 5% 5%

3. Blue Cross 3% 3% 3%

4. Other Commercial 2% 2% 2%

Insurance

6. Other (Specify) 0% 0% 0%

7. TOTAL 100% 100% 100% 100%

B. As Percent of
Patient
Days/Visits/Procedures
(as applicable)

1. Medicare 90% 90% 90%

2. Medicaid 5% 5% 5%

3. Blue Cross 3% 3% 3%

4. Other Commercial 2% 2% 2%

Insurance

5. Self-Pay 0% 0% 0%

6. Other (Specify) 0% 0% 0%

7. TOTAL 100% 100% 100% 100%
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TABLE 5. MANPOWER INFORMATION

INSTRUCTIONS: List by service the staffing changes (specifying additions and/or deletions and
distinguishing befinreen employee and contractual services) required by this project. FTE data
shall be calculated as 2,080 paid hours per year. Indicate the factor. to be used in converting
paid hours to worked hours.

Position Title Current No.
FTEs

Change in
FTEs (+/-)

Average
Salary

Employee/
Contractual

TOTAL
COST-FY20

Administration

Administration ~•~ 3.25 68,861 223,048

Direct Care
Nursing 0.0 6.20 79,350 491,968

Social
work/services

0.0 1.75 73,713 128,998

Hos ice aides ~•~ 3.75 32,842 123,156
Ph sicians-paid 0.0 0.10 72,847 7,285
Physicians-
volunteer

0.0 0.00

Cha lains 0.0 1.15 47,750 54,912
Bereavement staff 0.0 1.50 59,867 89,791
Other clinical 0.0 0.00
Support

Other su ort 0.0 3.00 64,861 194,5$2

Benefits* 262,748

TOTAL $1,576,487

* Indicate method of calculating benefits cost _Benefifs calculated at 20% of salaries

Updated June 2096.

76
14001483v1



AFFIRMATIONS



AFFIRMATION

hereby declare and affirm under the penalties of perjury that the facts stated fn the Appifcation
for Cert(ficate of Need; Hosp(ce Services filed by Carroll Hospice, Inc, are true at~d correct to the best of
my knawled~e, information and belief.

Dated; pecembsr9, 2016

Name:~Gr'N.~f ~'~f ~ ~o~rUAR
Titlg~ ~^~,,E-~„~y~ ~~R~~tolZ

~,



AFFIRMATIQN

hereby declare and affirm under the penalties of perjury that the facts stated in the Application
for Gertiflcate of Need: Hospice Services filed by Carroll Hospice, Inc, are true and correct to the best of

my knowledge, information and belief.

Dated: December 9, 2016

it(e; cY~~.~f j '~ Hsa~n,~ia-~ era .



AFFIRMATION

hereby declare and affirm under the penalt(es of perJury that the facts stated fn the Application

far Certificate of Need; Hospice Services filed by Carroll Hospice, Inc. are true and correct to the best of

my knowledge, information and belief.

gated; December 9, 2016

C..~ ~~

Name: G;,~;~;'r~' ~ ~..~~.~1 F~ n~



AFFIRMATIQN

hereby declare and affirm under the penalties of perjury that the facts stated in the Application

for Certificate of Need; Hospice Services filed by Carroll Hpspice, Inc, are true and correct to the best of
my knowledge, information and belief.

paced; December 9, 2016

Name; eanette Cross

Title; Managing Director, Berkeley Research Group



AFFIRMA710N

hereby declare and affirm under the penalt(es of perjtary that the facts stated in the Appifcation

far Certificate of Need: Hospice Services filed by Carroll Hospice, Inc, are true and correct to the best of

my knowledge, information and belief.

Dated: December 9, 2016

Name:

Title:
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EXHIBIT 1

CARROI.,I, ~OSPTCE

Title: Admission Criteria -Hospice I EffectiveDate; 05/06/2016

Document Owner; Gail Forsyth

Approver(s): Bridget Krautwurst, Regina Bodnar

Policy; Tt is the policy of Carroll Hospice (CH) to have established admission criteria which clearly
sfiate requirements and eligibility limitations,

Purpose: To identify patients who meet criteria for admission to the Carroll Hospice program.

Definitions: None

Frocedure/Process/Guidelines;

The decision to admit is made by the patient's attending physician, Carroll Hospice Medical Director
and Clinical Manager based on the patient disease history and clinical status. Admissions are
completed within 24-48 hours of the referral, unless otherwise specified by the physician, and/or
patient.

A, The patient has a confirmed diagnosis of a life limiting illness and a life expectancy of 6
months or less, and of which the patient has been informed,

B, The patient and/or family agree with hospice philosophy and care, Care will be p~~ovidad in the
patient's choice of residence, At time of admission, the patient will be asked to identify the
healthcare agent who will communicate care decisions/choices should the patient not be able.

C, The patient is a resident of Carroll, Baltimore or Frederick Counties.

D, The patient/family is encouraged to participate in decision-making throughout all phases of the
disease pz~ocess atld participate in the plan of care.

E, The patient must be under the care of an attending physician who consents to hospice admission
aild who will continue to assume responsibility for medical care, Should the patient not have ari
attending physician, the hospice Medical Director, or his designee is available to assume
responsibility fox• the patient's care. (See policy for Transfer of Patient from Private Attending to
service of Carroll Hospice Medical Director).

F. The attending physician and patient have determined that no curative therapy is available or
desirable, The physician and patient/family ag►•ae that comfort is now the primacy goal.

G. The patient has a terminal illness with a limited life expectancy of generally six months from the
date of admission to Carroll Hospice. Should a patient live beyond the six months prog~~osis and
continue to meet established hospice recertification criteria, he/she shall not be disqualified from
hospice care,

H, Hospice care may be discontinued at any time with the agreement of the patient/family and the
attending physician.

I. Carroll Hospice admits patients regardless, according to age, gender, nationality, race, creed or



sexual orientation, disability, diagnosis, ethnic origin, handicap, prior modality of treatment, or .
availability of health care agent or ability to pay.

References: None



EXHIBIT 2



EXHIBIT 2

C,A.~.~ZOI_~T~ HGSPTTAL
~y (i fel3rlr~~~rr N~~a(fl~ ceret~rr

Title: Financial Assistance Polic effective Date; 02/04/2015
Document Owner; Lori Buxton

Approver(s); Helen Whitehead, TCevin ICelbly, ~,aslie Simmons, Sharon
McClernan (Sanders)

Yriuted c<~pies arc t~~~~ reference only. Please refer to the electronic copy for' tl~e latest ~c~ersit~n.

This policy may not be materially changed without the approval of the hoard of Directors,

THIS POLICY WAS APPROVED BY THE BOARD OF DIRECTORS AND ALL APPROVERS pN
2/32015.

I. Policy;

It is the policy of the Carroll Hospital Center, Carroll Home Care, and Carroll Hospice (collectively "CHC")

to adhere to our obligation to the communities we serve to provide medically necessary care to

individuals who do not have the resources to pay for medical care, Services will be provided without

discrimination on the grounds of race, color, sex, national origin or creed,

Any patient seeking urgent, emergent care, or chronic care at CHC will be treated without regard to a

patient's ability to pay for care, CHC will operate in accordance with all federal and state requirements

for the provision of healthcare services, including screening and transfer requirements under the

Federal Emergency Medical Treatment and Active Labor Act (EMTAI.A). Financial Assistance is available

to patients who qualify in accordance to this policy.

II, Purpose:

This policy describes the criteria to be used in determining patient eligibility and outlines the guidelines

to be used in completion ofthe financial assistance application process, Tha Hospital will use a number

of methods to communicate the policy such as signage, notices, an annual advertisement in the local

newspaper and the hospital website,

I II. Definitions

A, ~mer~ent Care; Care that is provided to a patient with an emergent medical condition

and must be delivered within one to two hours of presentation to the Hospital in order to

prevent harm to the patient. This includes; A medical condition manifesting itself by



acute symptoms of sufficient severity (e.g, severe pain, psychiatric disturbances and/or
symptoms of substance abuse, the health of a pregnant woman and/or her unborn child

etc.) such that the absence of immediate medical attention could seriously jeopardize the

patient's health.

B. Urgent Care; Gare that must be delivered within a reasonable time in order to prevent

harm fio the patient, This includes care that is provided to a patient with a medical

condition that is not life/limb threatening or not likely to cause permanenfi harm, but

requires prompt care and treatment, as defined by the Centers for Medicare and

Medicaid Services (CMS) to occur within 12 hours,

C, Chronic Care; Care provide to patients in order to manage their disease and reduce their

risk far hospitalization. These illnesses, characterized as ambulatory sensitive conditions,

include conditions such as diabetes mellitus, CHF, CC?PD, angina, epilepsy, hypertension,

and Asthma,

D, elective Care. Care that can be postponed without harm to the patient or that is not

medically necessary. An appropriate nursing or physician representative will be contacted

for consultation in determining the patient status,

~, Medical Necessity; Any care that meets the definition of emergent, urgent, or chronic

care.

F. Immediate family; A family unit is defined to include all individuals taken as exemptions

on the income tax return for the individual completing the application, whether or not

they ware the individual filing the return or listed as a spouse or dependent, For homeless

persons or in the event that a family member is not obtainable, the family unit size wil l b~

assumed to be one, If a tax return has not been filed, then income from all members

living in the household will be considered.

G. Liquid Assets; Cash, checking/savings account balances, certificates of deposit, stacks,

bonds, money market funds, rental properties etc, The availability of liquid assets plus

annual income will be considered in relation to the current poverty guidelines published

i n the Federal Register. The first $10,000 of monetary assets, and up to $15Q,000 in a

primary residence is excluded,

H. Medical debt; Out of pocket expenses, excluding copayments, coinsurance and

deductibles, far medical costs billed by a hospital as defined under Maryland Code, Title

10, Subtitle 37.10,26 —Patient Rights and Obligations ~-Hospital Credit° and Collection and

Financial Assistance Policies.

IV. Patient education and Outreach:

A. Patients who qualify for financial assistance can be identified either before or~after services

are provided. A determination of probable eligibility will be made within two business days

following a patient's completion of the financial assistance application,



B, CHC will clearly post signage in English and Spanish to advise patients of the availability of
financial assistance, Staff members will communicate the contents of signs to people who
do not appear able to read. Signage will be posted in conspicuous places throughout the
hospital, including each registration area and the billing department, informing patients of
their right to applyforfinancial assistance, Inquiries are directed to the financial counselor
at (410) 871-6718.

C. The CHC hospital website, all patient bills, and patient information sheet shall include the
following information.

1, A description of CHC's financial assistance policy;
z. Contact information for the individual and/or office at the hospital that is available to

assist the patient, the patient's family, or the patient's authorized representative in
order to understand;

a. The patient's hospital bill;

b. The patient's rights and obligations with respect to the hospital bill;
c. How to apply for the Maryland Medical Assistance Program, CHC Financial

Assistance, Maryland Healthcare Connect, and any other programs that may
help pay the bill,

3. A description of the patient's rights and obligations regarding billing and collection
practices under law.

~, An explanation that physician charges are not included in the hospital bill and are billed
separately,

Q. An information sheet explaining patient's rights and responsibilities shall be provided to
the patient, the patient's family, or the patient's aufiharized representative before
discharge, with the hospital bill, and upon request.

V. Eligibility Criteria:

A. Patients seeking emergent, urgenfi, or chronic care services shall qualify far financial
assistance consideration. CHC will use a consistent methodology to determine eligibility
to include; income, family size, and available resources.

B. CHC will utilize the Carroll Hospital CenterService Area (Exhibi~AJ to determine the sc:ppe
of the financial assistance program. All hospital, home carp, and hospice services
considered medically necessary for patients living in the service area are included in the
program,

C. CHC will utilize the Income Scale for CHC Financial Assistance (Exhibit 8) which is based on
the most current Federal Poverfiy Guidelines to determine financial assistance eligibility,

D. CHC will utilize the Maryland State Uniform Financial Assistance Application (Exhibit C),
E. Nan-United States citizens are not covered far financial assistance under this program,



F, All available financial resources shall be evaluated before determining financial assistance

eligibility. This includes resources of other persons and entities who may have legal

responsibility for the patient. These parties shall ba referred to as guarantors for the

purpose of this policy,

G. Applicants who meek eligibility criteria far Medicaid must apply and be determined

i neligible priarto Financial Assistance consideration. Applicants that do not meet eligibility

after the initial screening are waived from this requirement.

H, During open enrollment orthe event of a major life change resulting in the loss of insurance

coverage, the patient will be required to purchase coverage if eligible through the

Maryland Health Connection. If it is determined that the patient cannot afford the

i nsurance premium, fihe Hospital may pay the premium at the discretion of the Financial

Assistance Committee,

I. Assessment forms shall identify all income sources on a monthly and annual basis (taking

into cansideratian seasgnal employment and temporary increases and/or decreases in

income) for the patient/guarantor. If anyone in the family unit owns a business, the gross

receipts and net income from the business will be considered. Additionally, current

i nformation must be submitted for business income and expenses, If current income and

expenses are not available, the previqus year's tax return 1040 and Schedule C must be

submitted. Examples of incgme sources are;

1, Income from wages

2. Retirement/Pension Benefits

3, Income from self-employment

4, Alimony

S. Child support

6. Militaryfamily-allotments

7. Public assistance

8, Pension

9. Social Security

10, Strike benefits

11, Unemployment compensation

12. Workers Compensation

13. Veterans Benefits

~4, Other sources, such as income and dividends, interest or rental

property

J. All information obtained from patients and family members shall be treated as

confidential. Assurances about confidentiality of patient information shall be provided to

patients in both written and verbal communications,



I<, Patients/guarantors shall be informed in writing of financial assistance determinations

along with a brief explanation. Patients/guarantors sha11 be informed of the mechanism

for them to request a reconsideration of the denial of free or reduced care, A copy of the

letter shall be retained in the confidential central file, along with the patient/guarantor's

application,

l.. Financial assistance determinations shall remain in effect for fufiure services provided for
six months following approval.

M. Financial assistance eligibility decisions can be made at any time during the patient's

interaction with the Hospital or the hospifial's billing agents as pertinent information
becomes available, The Financial Assistance Committee may grant financial assistance

outside of the terms of this policy in response to the specific needs of a patient as needed.

N, Emergency roam patients with a healthcare credit score below 534 will qualify for financial

assistance for that visit only,

0, Patients referred to Carroll Home Care or Carroll Hospice from Carroll Hospital Center will

be automatically eligible based on qualifying for hospital financial assistance. In addition,

hospital based physician charges billed under the Carrol l Health Group (CHG) will also be

eligible,

VI. Medical Financial Hardship

Maryland law requires identifyingwhe~her a patient has incurred a medical financial hardship.

A financial hardship means medical debt, incurred by a family over a 12-month period that

exceeds 25% of family income. Medical debt is defined as out of pocket expenses, excluding

copayments, ca-insurance, and deductibles, for medical costs billed by CHC. Services

provided by the Hospital as well as those provided by hospital based physicians and billed by

CHG are included in this policy and in consideration for medical financial hardship. Other

hospitals' fees and professional foes (i,e. other physician charges) that are not provided by

the CHC and CHG are not included in this policy, For patients who have been deemed to have

incurred a financial hardship, the hospital will provide reduced cost medically necessary care

to patients with family income below 500% of the Federal Poverty Level,
If a patient qualifies for medical financial hardship, the patient or any immediate family member of
the pafifent living in the same household shall remain eligible far reduced cost care when seeking
subsequent care at CHC during the 12-month period beginning on the date on which the reduced cost
care was initially received. It is the responsibility of the patient to inform the Hospital of their existing
eligibility under a medical financial hardship for 12 months. In cases where a patient's amount of
reduced cost care may be calculated using more than one of the above approaches, the amount which
best favors the patient shall be used.

VII. Presumptive Financial Assistance Eligibility



Some patients are presumed to be eligible for financial assistance discounts on the basis of individual

life circumstances (e,g,, homelessness, lack of income, qualification for applicable federal or state

programs, etc,). CHC will grant 10Q% financial assistance to US citizens determined to have presumptive

financial assistance eligibility, CHC will internally document any and ail recommendations to provide

presumptive financial assistance discounts from patients and other sources such as physicians,

community ar religious groups, internal or external social services or financial counseling personnel,

I ndividuals shall be asl<ed to provide proof of qualification ar participation in programs that, by their

nature, are operated to benefit individuals with limited financial resources, Patients receiving the

following services shall be considered eligible for presumptive financial assistance.

a. Patient has received care from and/or has participated in Women's, Infants and

Children's (WIC) programs,

b. Patient is homeless,

c. Patient's family is eligible for and is receiving Maryland food stamps,

d, Patient's family is eligible for and is participating in subsidized school lunch

programs,

e, The patient's home address and documentation evidencing status in an affordable

or subsidized housing development,

f. Patient/guarantor's wages are insufficientforgarnishment, as defined by state law,

g. Patient is deceased, with no Known estate.

VIII. Appeals

Patient/guarantors shall be informed of their right to appeal any decision regarding their eligibility

forfinancial assistance, An appeal letter, including any additional information that may be applicable,

will be reviewed by the Assistant Vice President of Revenue Cycle, After review, a fine! decision along

with the criteria used to reach the decision will be mailed to the patient.

1 X. Late Discovery of Eligibility

CHC shall provide a refund of amounts exceeding $25.00 collected from a patient or guarantor of a

patient who, within a 2-year period afterthe date of service, was found to be eligible fiorfree care on

the date of service.

X. Reference Documents

1. Carroll Hospital Center Service Area — ~xhibifi A

2, Income Scale for CHC Financial Assistance (Based on federal Poverty Guidelines

(updated annually) in Federal Registers —Exhibit s

3. Maryland Sate Uniform Financial Assistance Application —Exhibit C
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EXHIBIT 3

Maryland State Uniform Financial Assistance Application

Information about You

Name

First Middle

Social Security Number -

US Citizen. Yes No

Home Address;

Last

Marital Status; Single Married Separated

Permanent Resident. Yes No

Phone;

Country.

City

Employer Name;

Worl< Address;

State Zip code

Phone.

Country;

City State Zip code



Household members;

Name Age Relationship

Name Age Relationship

Name Age Relationship

Name Age Relationship

Name Age Relationship

Name Age Relationship

Name Age Relationship

Name Age Relationship

Have you applied for Medical Assistance Yes No

If yes, what was the date you applied?

If yes, what was the determination?

Do you receive any type of state or county assistance? Yes No



!. Family Income

List the amount of your monthly income from all sources, You may be required to supply proof of

income, assets, and expenses. if you have no income, please provide a letter of support from the

person providing your housing and meals.

Monthly Amount

Employment

Retirement/Pension Benefits

Social security benefits

Public assistance benefits, i.e,; food stamps

pisability benefits

Unemployment benefits

Veteran's benefits

Alimony

Rental property Income

Strike benefits

Military allotment

Farm arself-employment

Other income source

TOTAL

ll. Liquid Assets

Checking account

Savings account

Stod<s, bonds, CD, or money market

Other accounts

Current Balance

-$10,000 exclusion

Tote



lli, Other Assets

If you own any of the following items, please list the type and approximate value,

Home Loan Balance Approximate value

Automobile Mai<a Year Approximate value

Additional vehicle Make Year Approximate value

Additional vehicle Male Year Approximate value

Qther property Approximate value

Tota

IV. Monthly Expenses Amount

Rent or Mortgage

Car payments)

Credit cards)

Car insurance

Health insurance

Qther medical expenses

Other expenses

Tota l

Do you have any other unpaid medical bills? Yes No

For what service?

If you have arranged a payment plan, what is the monthly payment?

Do you have medical debt that has been incurred by your family over a 12-month period that

exceeds 25%of yourfamily income?



If you request that tha hospital extend additional financial assistance, the hospital may request

additional information in order to mal<e a supplemental determination. By signing this form, you

certify that the information provided is true and agree to notify the hospital of any changes to the

information provided within ten days of the change,

Applicant signature Date

Relationship to Patient
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EXHIBIT 5

Income Scale for CHC Financial Assistance

Based on 2014* Federal Poverty Guidelines (A)

Financial Assistance % 100% 75%4 50% 25%

Persons in
Family/Household

zncome
Income Multiple

a
300 /0

o
325 /0 0350 /0 0375 /a

1 $11,670 $35,Q10 $37,928 $40,845 $43,763

2. $15,730 $47,190 $51,123 $55,Q55 $58,988

3 $19,790 $59,370 $64,31$ $69,265 $7A~,213

4 $23,850 $71,550 $77,513 $83,475 $89,438

5 $27,910 $83,73Q $90,708 $97,685 $104,663

6 $31,970 $95,910 $103,903 $111,895 $11.9,888

7 $36,030 $108,090 $1].7,098 $126,105 $135,113

8 $40,090 $120,270 $130,293 $140,315 $].50,338

For families/households with more
than 8 persons, add X4,060 far each

additional person.

(A) SOURCE: Fedaral Register, Vol. 79, No, 14, January 22, 2Q14, pp, 3593-3594



Income Scale for CHC Medical Hardship Assistance

Based on 2014 Federal Poverty Guidelines

Financial Assistance % 75% 50% 25% 15%

Persons in
Family/Household

Income
Income Multiple

o
350 /0 0400 /0 0450 /0 0500 /o

1 $11,670 $40,845 $46,680 $52,515 $58,350

2 $15,730 $55,055 $62,920 $70,75 $78,650

3 $~.9,79Q $69,265 $79,160 $89,055 $98,950

4 $2 ,850 $83,475 $95,400 $107,325 $x.19,250

5 $27,910 $97,685 $111,6A0 $x.25,595 $139,55p

6 $31,970 $111,895 $~.27,88p $X43,865 $159,85Q

7 $36,03Q $126,105 $14 ,120 $162,x.35 $180,150

8 $4Q,09Q $140,315 $160,360 . $180,405 $200,450

For families/households with mare
than 8 persons, add $4,Q6q for each

additional person.
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Mission:

Carroll Hospice is nan-praFit arganizatian dedicated to improving the quality of life for patients needing
end-af-life care, allowing them to live as fully and comfortably as possibly by providing quality palliative
care, pain and symptom management and support for their families,

Our Philosophy

• Provide patients with palliative care and effective pain symptom management,
• Help patients experience pace, comfort and dignity during the end stage of life,
• Allow patients to make their own decisions regarding care and treatment,
• Promote a caring community sensitive to the needs of hospice patients and their families.
• Support family members and other caregivers in their efforts to care for their loved one,
• Coordinate community resources to ensure continuity of care.
• Offer bereavement support to families.

Scope of Service:

Carroll Hospice (CH) is a 50~.(c)3 haspic~ organization which has provided quality and campassianate
hospice care to terminally ill patients and their families in Carroll County and the surrounding areas for
thirty years. CH opened its doors in 1986 and has since expanded to serve more than 100 terminally-ill
residents of Carroll, Frederick and Baltimore counties each year in their homes, independent living
facilities, long term care residences and the Dave House inpatient unit.

In 2016, the Dove House inpatient unit became dually licensed as a Hospice House through the state pfi
Maryland and has since been able to offer residential care in addition to general inpatient and inpatient
respite levels of care.

CH is an affiliate of Carroll Hospital, which became a I.ifeBridge Health center in 2015. The CH Quality
I mprovement and Patient Safety Plan has been designed to address all stakeholders, including Carroll
Hospital and the LifeBridge Health team, and inconsideration of the culture of safety among the CH
community, The plan will address the SPIRIT values, including Service, Performance, Innovation,
Respect, Integrity and Teamwork. The scope of the Quality Improvement and patient Safety Plan
includes all paid and unpaid staff, including contractual staff not employed by the organization.



Continuous Quality Improvement Activities

CH and Carroll Hospital subscribe to Lean management principles of continuous performance

improvement. Performance Improvement Projects will be modeled after the institute for Healthcare

Improvement's Plan-Do-Study-Act (PDSA) Model for Improvement,
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The CH Quality Assessment Performance Improvement Committee provides ongoing operational

leadership of continuous quality improvement activities. The QAPI Committee meets quarterly and is

chaired by the Accreditatign and Quality Specialist.

The responsibilities of the Committee include;

• Developing and approving the Quality Assessment Performance Improvement Plan on at least an
annual basis.

• Establishing measurable goals ,based upon problem prone, high risk or high volume areas of
hospice care services,

• Developing indicators of quality on a priority basis,
• Ongoing evaluation of information based on indicators, taking action as evidenced through quality

impraveme:nt initiatives to solve problems and pursue opportunities to improve quality,
• Establishing and supporting specific quality improvement initiatives through the lean principles

of continuous performance.
• Reporting to the Board of Directors on quality improvement activities at least on an annual basis,
• Communication of QAPI activities to the L.eadsrship Team, staff and families as appropriate.

The Board of Directors also provides leadership for the quality Improvement process as follows:

• Reviewing, evaluating and approving the Quality Improvement Plan annually.
Supporting implementation of quality improvement activities.

The Leadership Team supparfis QAPI activities through the planned coordination and communicat6on of
the results of measurement activities related to QI initiatives and overall efforts tp continually improve
the quality of care provided. It fs a function ofthe Leadership Team to ensure that the Board of
Directors have knowledge of and input into ongoing QAPI inifiiatives,
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The QAPI Committee identifies and defines goals and specific pbjectives to be accomplished each year in
consideration of the current regulatory climate, completed or continued QAPI and Lean projects,

organizational committee work, accreditation survey results and anecdotal information from

stakeholders, including staff, patients and families,



Objectives

The overarching quality strategy for FY2017 is to:

• Build a system in which high quality outcomes, are the only option.
• Focus on staff development to support and brow staff strengths.

• Target ways to improve patient safety data collection regarding falls and infections.
• Further integrate lean principles into dailypractice.

1, High Quality Outcomes

• Comply with regulatory requirements regarding quality reporting.
o Reporting of Medicare HIS data

• Improve CAHPS survey scores that fell below the national average scores in FY16 under
the following domains.
o Hospice Team Communications
o Treating Family Member with Respect
o Getting Help with Symptoms

• Increase staff knowledge and compliance with CHAP deemed status accreditation
standards, including preparedness for a deemed status survey, scheduled to occur in
FY2017.
o Prepare CHAP Leaders group
a Perform mock survey
o Educate staff
o Renew deemed status accreditation

• Create a Protocol Committee to develop standard work around clinical practice,
o Review and edit existing protocols
o Develop prot4cals as needed

2. Support and Grow SCaff Strengths

• Enhance staff sl<ilis by implementing supervisory visits and on-site competency
assessment and coaching for 100% of staff who provide direct patient care, to include
nurses, hospice aides, social workers, chaplains, bereavement counselors and volunteers,

o Review and enrich supervisory visit content to determine competence and
identify needs for education.

o Design daily metrics to measure outcomes for supervisory visits and educational
needs,

Redesign Utilizafiion Review Committee and associated audits fio focus on quality of
documentation in addition to appropriate service utilization.

a Identify criteria for assigning random UR audits and implement new system.
o Usa the UR Committee to approve all live discharges due to the patient no longer

meeting eligibility guidelines for hospice care.

3. Improve Patient Safety Data Collection

Enhance the Hospice's Infection Prevention plan to include a focused list of surveillance
data to track in the fiscal year and increased participation in activities of the Carroll
Hospital Infectious Disease Committee.



• Identifying patient safety risks including patient falls and infections on daily huddle,

• Increase same-day reporting of falls and infections.

4. Integrate Lean Principles into Daily Practice

• Assess current data collection tools and processes for redundancy and define a succinct

set of measures for focus in the fiscal year.

• Continue to utilize lean management principles to target performance improvement

objectives,

• Continue use of daily huddle with new emphasis on identifying patient safety risks.

• Implement use of daily metrics for measurement of performance improvement as

needed.

Goals

1, High Quality Outcomes

• Compliance with Regulatory Requirements

0 90% reparfiing of Medicare HIS data

• Improvement of GAHPS Survey Scores

o Percent of top box scores for Survey Question 1A (Hospice team listened carefully

about problems with care). 81,8% (FY16 score: 79.3%)

o Percent of top box scares for Survey Question 11(Patient was treated with dignity

and respect): 94.x% (FY16 score: 9~,8%)

o Percent of top box scores for Survey Question 25 (Patient received help for
constipation): 71,7% (~Y16 score; 71,6%)

• Compliance with CHAP Accreditation Sfiandards
0 0 CHAP survey findings related to patient safety

2. Support and Grow Staff Strengths

• Supervisory visits and on-site competency assessment for staff who provide direct patient

care
0 100% supervisory visits for direct-care staff and volunteers

• Redesign UCilization Review Committee and associated audits
0 120 records audited
o x.00% participafiion by nursing staff

3. Improve Patient Safety Data Collection

• Focused surveillance data collected daily

o Increase reporting of UTIs to include 6Q% of identified infections
o Increase reporting of C, Jiff infections to include 60% of identified infections

o Increase same-day reporting of falls data
o Increase reporting of falls to include 80% of identified falls

4. Integrate Lean Principles into Daily Practice

• Lean events for FY2017:



o Transfers In and Out of the Dove House Inpatient Unit

o Bereavement

o Interdisciplinary Group (IDG)



Performance Measures for the FY17 Quality Improvement and Patient Safety Plan

Executive Summary

~.. High Quality Outcomes

Name HIS Data Submission

Refinitian Submission of HIS data for each admission and each discharge must be
complete within 30 days of the date of admission or discharge,

Beginning January 1, 2016, for the 209.8 reporting year, hospices must submit
at a minimum 70% of required NIS records. For the 2019 reporting year, 80%;
for the 2020 reporting year, 9Q%.

Data How: CMS produces submission reports to track successful data submission.
Collection Method: The Executive Assistant will pull the submission reports on a

monthly basis and provide them to the Manager, PI for reporC out,

Frequency; Quarterly reported through Hospice Corporate Compliance

Who: Laura Welty, Manager of Performance Improvement

Assessment The percentage of total HIS data submission will be reviewed by the gAPI
Frequency Committee on a monthly basis,

GOAL; 90% of required HIS records will be submitted for FY2017,

Name CARPS Communications

Definition question 14 on the CARPS Hospice Survey asks the respondent whether the
hospice team listened carefully about problems with care.

The top box score will reflect the amount of respondents who chose "Always"
on their survey responses.

Data How: DEY7A administers and produces reports for the CARPS Hospice survey,
Collection Method: CARPS survey results will bs downloaded and distributed to the

QAPI Committee at least monthly for review, Responses to question ~4 will
be isolated on a QI dashboard.

Frequency; Monthly far the duration of the fiscal year,

Who; Gail Forsyth, Accreditation and Quality Specialist

Assessment All CARPS hospice survey results will be reviewed by the QAPI Committee on
Frequency a monthly basis.

GOAL: The top box score for CARPS Q14 will increase to 8~.8%, the national
average top box score in FY16,



Name CARPS Respect

Definition Question 11 an the CAHPS Hospice Survey asks the respondent whether the
patient was treated with dignity and respect,

The top box score will reflect the amount of respondents who chose "Always"
on their survey responses.

Data How; pEYTA administers and produces reports for the CAHPS Hospice survey.
Collection Method; CAHPS survey results will be downloaded and distributed to the

QAPI Committee at least monfihly for review. Responses to question 36 will
be isolated on a ql dashboard.

Frequency: Monthly for the duration of the fiscal year.

Who: Gail Forsyth, Accreditation and Quality Specialist

Assessment Ali CAHPS hospice survey resulfis will be reviewed by the QAPI Committee on
Frequency a monthly basis,

GOAL: The top box score for CAHPS Q~,1 will increase ka 94,9%, the national
average top box score in FY16.

Name CARPS Symptoms

Definition 4uesfiion 25 on the CARPS Hospice Survey asks the respondent whether the
patient received help for constipation,

The top bax score will reflect the amount of respondents who chose "Always"
on their survey responses,

Data Haw: DEYTA administers and produces reports far the CARPS Hospice survey.
Collection Method. CARPS survey results will be downloaded and distributed to the

QAPI Committee at least monthly for review. Responses to question 36 will
be isolated on a QI dashboard.

Frequency: Monthly for the duration of the fiscal year.

Who. Gail Forsyth, Accreditation and Quality Specialist

Assessment Ali CARPS hospice survey results will be reviewed by the QAPI Committee on
Frequency a monthly basis,

GOAL; The top box score for CARPS Q25 will increase to 71.7%, the national
average tap box score in FY16,



2. Support and Grow Staff Strengths

Name Supervisory Visits

pefinition All Carroll Hospice assgciates and volunteers who provide direct patient care
wild receive at least one supervisory visit during the fiscal year, This will
include all nursing staff, hospice aides, social workers, chaplains and
volunteers who provide direct patient care, During these visits, clinical
competencies specific to each discipline will be assessed and documented.

pata How; Clinical Managers and other supervisory staff will perform supervisory
Collection visits and document the findings of those visits as annual competence

assessments,

Method; Each team manager will be responsible far completing afi least one
supervisory visit for each team member, Thy Volunteer Cpardinator will
perform the visits for vo►unteers. Other nurse managers will provide support
to complete the visits as needed.
Frequency; Supervisory visits will be completed as needed on a monthly
basis. Completed supervisory visits will be reported to Gail Forsyth at the
close of each month.

Who: Gail Forsyth, Accreditation and Quality Specialist

Assessment The number of completed supervisory visits will be assessed on a monthly
Frequency basis,

GOAL; Supervisory visits complete for 100% of direct care staff and
volunteers.

Name UR Audits

Definition The UR Committee will be responsible for auditing the charts and approving
the discharge of any patient who is discharged alive, prior to the discharge,
Additionally, clinical records will randomly be assigned for review on a
monthly basis.



Data How: The UR Committee will conduct UR audits.
Collection Method: The standing members of the UR Committee will review all clinical

records for patients who are referred for live discharge. UR audits will be
assigned randomly to equal 12o audits annually,

Frequency: UR audits for discharge referrals will be completed as needed;
random UR audifis will be assigned and completed on a monthly basis.

Who; Gail Forsyth, Accreditation and Quality Specialist

Assessment The number of complefied UR audits will be reviewed on a monthly basis.
Frequency Attendance at the UR Committee wil! be mandatory and tracked an a regular

basis,

GOAL: Complete 120 UR audits.

GOAL: 100% of nursing staff will participate in the UR Committee.

3. Improve Patient Safety Data Collection

Name Surveillance Data

Definitian Submission of surveillance data will be required for each confirmed UTI and C,
diff infection. Surveillance data reported will be in addition to documentation
of the infection in the electronic medical record (EMR).

Data Mow: Data will be submitted through triage and Infection Report forms.
Collection Method: Staff providing direct patient care will be educated to report

confirmed infections in real time, Each reported case will be compared with
the EMR to confirm that at least 60% of infections documented in the AMR
are also reported as surveillance data.

Frequency: Data will be collecfied an a daily basis and analyzed monthly at the
QAPI meetings.

Who: Gail Forsyth, Accreditation and Quality Specialist

Assessment The percentage of total surveillance data submitted wilt be reviewed by the
Frequency QAPI Committee on a monthly basis,

GOAI;.increase reporting of UTIs to include 60% of identified infections,

GOAL: Increase reporting of C, diff infections to include 60% of identified
infections.

Name Falls Data

Definition Submission of falls data will be required for each patient fall, regardless of
whether the patient was injured. Falls will be reported for data collection in
addition to documentation of the fall in the elecfironic medical record (EMR),



Data How; Data will be submitted through triage and Patient Safety Report forms,
Collection Method: Staff providing direct patient care will be educated to report falls in

real time. Each reported fall will be compared with the EMR to confirm that
at least 90% of falls documented in the EMR are also reported as patient
safety data,

Frequency; Data will be collected on a daily basis and analyzed monthly.afi the
QAPI meetings,

Who: Gail Forsyth, Accreditation and Quality Specialist

Assessment The falls data submitted will be reviewed by the gAPI Committee on a
Frequency monthly basis.

GpAI: Increase reporting of falls to include 80% of identified falls.
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EXHIBIT 8

PATIENT RIGHTS AND RESPONSIBILITIES

A. RELATED TO COMMUNIGATION, DECISION MAKING AND ADVANCE DIR~CTNES

CARRC)LL
HC}SP~CE

1 , As a hospice patient you have the right to exercise your rights without discrimination or reprisal for doing so, A self-
appointed orcourt-appointed representative may exercise these rights for you in the event that you are not capable of
decision making. If you do not have an appointed representative, and you are not capable of decision making, Carroll
Hospice will follow the State of Maryland's Health Care gecisions Act guidelines to determine who may make medical
decisions an your behalf. You may also designate a legal representative at any time to exercise your rights and to
make medical decisions on your behalf,

2. As a hospice patient you have the right to choose your hospice provider and, within the confines of the law, accept,
refuse or discontinue any portion of planned treatment or services withouf relinquishing other portions of the treatment
plan, except where medical contraindications to partial treatmentexists; and to be given information concerning
consequences of refusing all or partial treatment. You may do with without fear of reprisal or discrimination,

a, You, or your representative on your behalf, can choose whether or not to participate in research,
investigational orexperimental studies or clinical trials,

3. You, or your representative on your behalf, have the responsibility to give accurate and complete health information
to the best of your knowledge concerning present complaints, past illnesses, hospitalizations, medications, allergies
and all other pertinent information.

4, You have~the right to receive information in a manner you can understand and have access to interpreters as
Indicated and necessary to ensure accurate communication,

5, You have the right to formulate advance directives and receive written information about Carroll Hospice's policy and
procedures on advance directives, including a description of applicable Maryland law, This information is available in
this orientation booklet. dank and sample documents are available from Carroll Hospice nurses and social workers,
upon request, _

a. 1f advance directives have been previously completed, or are completed or amended during your hospice
treatment, it is your responsibility to provide a copy of those documents to Carroll Hospice. Nursing and
social work staff will assist you in arranging for copying, if needed,

b. Carroll Hospice will follow the instructions provided in your advance directives or consult the person you
designated far medical decision making when you are unable to make decisions on your behalf.

6, You, or your representative an your behalf, have the right and the responsibility to be involved in developing your
hospice plan of care which addresses your unique health needs and to participate in updates and changes in the
plan whenever necessary.

7. You_, or your representative on your behalf, have the responsibility to ask questions or voice concerns when you
do not understand something about your care, treatment, services or other instruction about what you are
expected to do. If you cannot comply with the care plan, please inform Carroll Hospice staff,

B. RELATED TO PATIENT SERVICES AND H9SPIC~ PLAN ~F CARS AND PAIN MANAGEMENT

1, As a hosplee patient you have the right to timely response from Carroll Hospice regarding any request for
services.

2, You have the right to be informed in advance of care being provided about the services covered under the hospice
benefit and the scope of services Carroll Hospice will provide including;



a. Names) and responsibilities ofstaff members who are providing and responsible for your care, treatment
or services

b, Clear and understandable explanation of your medical problems, treatments and procedures to be provided
c, Expected/unexpected outcomes or potential risks or problems
d. Barriers to treatment
e, How to contact the supervisor
f. Service limitations
3, You have the right to choose your attending physician and other health care providers and cammunicate

with those providers, Should your attending physician decline to participate in your hospice care, Carroll
Hospice's Medical Director will be available to supervise your care or arrange for an alternate physician,

4. You have the right to receive pastoral and spiritual services. If you do not have services already in place
and wish to have support services, Carroll Hospice will arrange for a hospice spiritual counselor (e,g.,
chaplain) or contact a clergy member of your particular faith to contact you to offer visits and support.

5. You, ar your representative on your behalf, have the right to be Informed about Carroll Hospice's
discharge policy, This includes your right to revoke hospice services and to transfer your care to another
hospice provider.

6, You have the right to receive effective pain management and symptom control from Carroll Hospice for
conditions related to your terminal illness; and to receive education about your role and your caregiver's
role in managing your pain when appropriate, as well as potential limitation and side effects of pain
treatments,

7, You have the right to be informed of short-term inpatient care options available for pain control,
management and respite,

8. You, or your representative an your behalf, have the responsibility to discuss your pain, pain relief options,
and your questions, worries or concerns about pain medication with Carroll Hospice staff and appropriate
medical personnel

C, REGARDING RESPECT, VOICING GRIE~VENCES ANp PRQTECTION FRAM MISTREATMENT,
DISCRIMINATION AND REPRISAL

1, Carroll Hospice proudly states that no person shall, on the grounds of race, creed, color, religion, sex,
national/ethnic origin, ancestry, sexual preference, age, mental or physical handicap, social status, political beliefs,
or ability to pay, ba excluded from participation in, be denied benefits of, or be subject to discriminatian or
harassment in the provision of any care or service, If you feel you have been the victim of discrimination, you have
the right fo file a grievance without retaliation for doing so,

2. You have the right to have your person and property treated with courtesy and respect by all who provide hospice
services to you, You have the right to unlimited contact with visitors and others of your choosing and to communicate
privately with these persons,

3, You have a right to an environment that preserves your dignity and contributes to a positive self-image,

4, It is your responsibility (or that of your representative) toshow respect and consideration for Carroll Hospice staff and
equipment,

5, You, or your representative on your behalf, have the right to voice grievances regarding treatment or care that is (or
fails to be) furnished and the lack of respect far property by anyone who is furnishing services on behalf of Carroll
Hospice without fear of coercion, discrimination, reprisal or an unreasonable interruption in care, treatment or
services for doing so, Carroll Hospice must document both the existence of a complaint and the resolution of the
complaint. Our complaint resolution process is explained in our Patient Orientation booklet, When accepted for
treatment or care, be advised of the availability of the State's toll-free home care "Hotline" number, its purpose and
hours of operation, The hotline receives complaints or questions about local hospice agencies and is also used to
lodge complaints concerning the implementation of the advance directives requirements, Hotline hours are 8;30 a,m,
to 5;00 p.m., Monday through Friday.

a, The State hotline maybe reached at 1-800-492-6005

b, You may also call the CHAP hotline 24 hours a day at 1-800-656-9656



You have the right to be free from mistreatment, abuse, neglect, verbal, mental, sexual and physical abuse,
injuries of unknown source and misappropriation ofyour property, All mistreatment, abuse, neglect, injury and
exploitation complaints by anyone furnishing service on behalf of Carroll Hospice are reported immedlatelyby our
staff to Carroll Hospice's Executive Director (or designee.) All reports will be promptly investigated and immediate
action taken to prevent potential violations during our investigation. Carroll Hospice will take appropriate corrective
action in accordance with Maryland law. All verified violations will be reported to the appropriate Maryland and
Carroll County authorities (including state survey and certification agencies) within 5 working days of becoming
aware of the violation,

7. It is your responsibility to follow Carroll Hospice's rules and regulations,

D. REGARDING PRIVACY AND CONFIDENTIALITY

1, You have the right to confidentiality ofwritten, verbal and electronic information including your medical
records, information about your health, social and financial circumstances or about what takes place in your home,

a, You, or your representative on your behalf, have the right to consent, refuse or revoke consent for
filming or recording of care, treatment and services for purposes other than identification, diagnosis and
treatment.

2. You, or your representative on your behalf, have the right to request that Carroll Hospice release Information written
about you only as required by law or your written authorization and to be advised of our policies and procedures
regarding clinical records,

a: You, or your representative on your behalf, have the right to access, request changes to and
receive an accounting of disclosures regarding your health information as permitted bylaw,

~. REGARDING PAYMENT FOR S~RVIC~S AND AGENCY QWNERSHIP

1, You have the right to be advised verbally, in writing and before care is Initiated, of our billing policies and payment
procedures and the extent to which payment may be expected from Medicare, Medicaid, any other federally funded or
aided program or any other sources known to us, This includes information about charges far services that will not be
covered by these programs or your health insurance and charges that you may have to pay.

a, If changes in payment, charges or patient payment liability occur, Carroll Hospice will advise you of these
changes as soon as possible, but no later than 30 calendar days from the date Carroll Hospice is notified of
the change,

2. You have the right to receive upon your request or that of your representative, Carroll Hospice's policy on
uncompensated care.

3. You, or your representative on your behalf, have the right to receive a fully itemized billing statement, upon
request.

4. You, or your representative on your behalf, have the responsibility to promptly meat your financial obligations and
responsibilities agreed upon with Carrali Hospice. This includes cooperation with Garrol( Hospice staff that will assist
you in applying for available benefits that may help you meet these financial obligations and responsibilities,

5, You have the right to receive information about Carroll Hospice's ownership and control,
6. You have the right to receive information addressing any beneficial relationship between Carroll Hospice and referring

agencies,

F. IN ADDITION TO ALL OTHER RIGHTS AS A HOSPICE, THE PATIENT RESIpING IN A HOSPICE HOUSE HAS THE
RIGHT T0;

1, Privacy, including the right to have a staff member knock on the resident's door before entering
2, Be free from mental, verbal, sexual and physical abuse, neglect, involuntary seclusion and exploitation
3, Be free from physical and chemical restraints
4. Manage personal financial affairs
5, Maintain legal council
6, Attend or not attend religious services as the patient chooses and receive visits from members of the clergy
7, Possess and use personal clothing and other personal effects to a reasonable extent, and to have reasonable

security for those effects in accordance with the hospice house's security policy
8. Meet or visit privately with any individual the patient chooses in accordance with patient and facility safety
9, Have reasonable access to the private use of a telephone within the facility



10, Retain personal clothing and possessions as space permits with the understanding that the hospice house may limit
the number of personal possessions retained at the facility for the health and safety of other patients

G, NOTICE OF PATfENTS RIGHTS -The hosp(ce house shall place a copy of the patient's rights as set forth in this
regulation, in a conspicuous location, plainly visible and easily read by patients, staff and visitors
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EXHIBIT 9

Carroll Hospice
Certificate of Need Application: Outpatient Hospice Services to Baltimore City

Sources and Technical Notes
Data sources

Population data
• Maryland Department of Planning

http://www.mdp.state.md,us/msdc/s3~xoj ection,shtml

Hospital data
• Maryland hospitals: HSCRC Discharge Abstract Database, FY2016

o HSCRC non-confidential revisit file (abstract data)
o LifeBridge Hospitals; Patient volume, internal reports

Data
Palliative care consultations, inpatient
Hospice rafexrals from LifeBxidge
Hospice admissions to Seasons

Nursing home volumes
• MHCC Public Use Files

Source
Department of Case Management
Department of Case Management
Seasons data provided to LifeBridge
Planning Dapt

Hospice use rate
• Deaths, age 35+; Maryland Vital Statistics Administration

• Hospice deaths; MHCC Hospice Survey

Hospice needs projection
• Federal Register, Volume 43, Issue 11 (May 27, 2016)

Hospice length of stay, Baltimore City residents
• MHCC Hospice Survey, FY201 S

~ MedPAR, CY2014

Chronic conditions. Definitions
• CMS Chronic Conditions Data Warehouse (ICD~9/CPT4/HCPS Codes)

Technical Notes
Hospice use rate; Number of total hospice deaths divided by number of deaths, age 35+

"Outpatient hospice" defined to include the following settings in the MHCC Hospice Survey
Home

• .Assisted living

• Slci~led nursing/Long term care

Residential hospice

Outpatient hospice volume



EX~TBST 9

• Estimated to be 70% of total hospice volume projected by the MHCC based on historical

experience in Maryland and national benchmarks

Chronic conditions: Candidates for hospice care, hospital spending (High level analysis}
• The high level analysis selected the following diagnostic groupings and age cohorts:

o Any one of CMS-defined cancer diagnoses, patients age 20+ years
o Any of the of the following chronic condition diagnoses, patients age 65+years

Heart failure
■ Ischemic heart disease
■ Chronic obstxuctive pulmonary disease (COPD)
■ Chronic kidney disease
■ Alzheimer's disease and related disorders

• Hospital spending for patients with discharge disposition =death

o Documented spending for the 6-month period pxior to death obtained using the

HSCRC non-confidential revisit files
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EXHIBIT 10
Lif~Bridge Health service area

Zip code definitions

Zip Code PSA/SSA
21048 PSA
21074 PSA
21102 PSA
21117 PSA
21133 PSA
21136 PSA
21157 PSA
21158 PSA
21207 PSA
21208 PSA
21209 PSA
21215 PSA
21216 V'SA
21244 PSA
21784 PSA
21787 PSA
21093 SSA
21206 SSA
21211 SSA
21212 SSA
21217 SSA
21218 SSA
21228 SSA
21229 SSA
21234 SSA
21239 SSA
21771 SSA
21776 SSA
21791 SSA
21797 SSA
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Carroll Hospice

Reconciliation of Audited Financials to Table 3 Application

FY 2015 and FY 2016

FY 2015

July -March 205 (Pre-Merger with LBH)

Apr -June 20 .5 (Rost Merger) -Nate 1

FY 2015 Total

FY 201.6

July -June 2016 (Post Merger)

Hospice

Expenses Adj Hospice

Audit Subsidized Results

Results by Hospital Table 3

{Note 2)

$ 1,076,645

222 043

S 9.E~ 588 "6t7 9q3 73 785

a F375,541 ~ G 7 6d 25 941

Note 1: Carroll merged with LifeBridge Health effective April 1, 2016

Note 2. Hospice related expenses subsidized by Carroll Hospital include; Finance,

Audit, Tax, IT, HR, Benefit Administration, Benefits

G:\Departmental\Finance\HOSPICE\CerCificat~ of Need\Bolt, City\AuditReconciliaton_To_Table3,xlsx



1~., l~ .l' : ~ KPMG Llp
i East Prett Street
Belt(mara, Mp 21201-1128

July 8, 2015

LiFcBridge Health, lnc.
2h01 W, ~elvadere Ave,
Baltimore, Maryland212IS

Maryland Health and Higher Educational Facilities Antharity

4Q l E. Pratt Street
Suite 1224
Baltimore, Maryland 21202

Merrill Lynch, Pierce, Fenner & S►nith Incorporated
One Bryant Perk, 12~h Floor
New York, New Yark 10036

Ladies and Gentlemen:

~"~ ~~ ̀ ~

~~ed _ ~~ ~

/ 'l~(J~~GFIr~t`!,. lv~i°QGa~~i 
(~r+Cd~

j

We have audited the consolidated balance sheets of LifeBridge Health, Inc, and Subsidiaries
(I,ifeDndge) and Carrell County ~-Iealth Services Corporation (Carroll), (together, the
Corporation), as of June 3U, 2014 and 2013, and Che relaCed consolidated statements oFaperati4ns,
changes in net assets and cas}i flows for the years then ended which are included separAtely in
Appendix I3-1 and B~2 to Ghe Preliminaxy Official Statement dated July $, 2015, for the
$]63,625,000 Maryland Health az~d I-iigher Educational Facilities Authority Revenue Bonds,
Series 2U1S,

In connection with t}ie Preliminary Official Statement:

7 , Ws are independent cartiCied public accountants with respect to the C;~r~~oration under Ruls
!01 of the American instituka of Certified PubHe Accountants' Code of Prafassional Conduct,
and its interpretadans and nilin~s.

2, We have nok audited any financial statements of Life~3rid~e and Carroll as of any date or any
period subsequent to .Tune 30, 2Q 14, Although we have conducted ~n audit for the yeHr ended
June 30, 201~L, the purpose (and therefore the scope) of the audit was to enable us to express
our opinion an the consolidated fi~~ancial statements of LiZeBridge and Carroll, separately, as
of June 30, 2Q] ~1 and for the ys~r then ended, but not on the consolidated financi~~l statements
of the Cor~~oration for any interim period within that year or any period thereafter, Therefore,
we are unable to and cio net express any opinion an the unaudited consolidated balance sheets
as of March 31, 20l S tine 2p14, end the unaudited consolidated statements aFaperltions aild
changes in net assets and cash flaws for the nine•month periods ended March ~1, 2015 and

2Q14, included in thz Preliminary Official Stakement, ar on the finanei~! position, xasu(ts of

%PN(i lLP ni o Dalawol9 IimitnU ilel~ilily pnrinalOh~P.
Ne US mumUur lam M KPM4 immnuliunut Cuoynianvu
I' KPMG ~~~Ielnaliun~ai"i, b Swiss pnlnY



DRAFT 7171209b 9:17 AM a902S9 15_CarrollHospltalCenter_FS (2) (z).xlax

CARROLL COUNTY H~A~,TH SFRVICGS GpRP012ATION
AND SUI3SIDXARIES

Consolidated Statements of Qperations

Nine mantlts ended March 31, 21115 and 2014

(In thousands)

Unrestricted revenues, gains, and other support:
Patient service revenue (net of contrnctu~ls)
Less provisipn far bad debts

Net pakient service revenue

ether operating revenues
Nek assets released from resCriotions used for operations

Totai unrestricted revenues, gains, aid other support

expenses;
Salaries and wages
Employee benefits
Departmental supplies and expenses
Professipnalfees
Puroltasad services
Depreciation and amortization
Interest

2015 2Q14
(unaudited) (unaudited)

5,=18G 7,461

2QG,132 196,182

5,9A2 l 6,860

222,(174 215,042

Total expenses

Qparatin~ income

Qther income (expehse);
investment inaotn$
Unrestricted gifts
Change iii fair value of interest rats hedge, including settlement

payments
Qther, net

Excess of revenues over exponses

See accoinpanyin~ notes to condensed consolidated tinanciAi statements,

A

95,570 91,157
16,76 15,76&
38>794 37,280
20,808 17,527
30,223 29,972
14,447 13,980

=J,~1i? ~ 4,518

221,002 210,2Q2

1,012 h,840

1,725 7,41
1,250 741

(6,364) (486)
(699) (69R)

~( ,~~ 1 1,810

~~
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LTI~'E13RIDGE ~S~AT~TH, INC. AND SUJ3SIDIARIES

Consolidated Statements of Operations

Yaws ended June 30, 2p15 and 2014

(D~]]ars in thousaa~ds)

2015 zoia

Unrestricted revenues, gains and other support;

Patient service revenue (net of contractual allowances and

C~ISCU~1111.S~

Prevision fc~r bad debts

Net patient service revenue

Net assets released from restrictions used for operations

Other aperatin~ revenue

Total operating revenues

Expanses:
S~]s~riss and emplayeebenefits
Supplies
Purchased services
vapreciation, amc~rti~,ation and fain/loss ~m sale of assets

Repairs ~u~d maintannnce
Inte~•est

Total expenses

Uperzting income

Other• i~~come, nek:
Investment income
Unrealised (losses) grains nn trading investments

Qther

`Total other ii~came, net

&xcess of revenues over Expenses before inherent

contribution

It1I1B1"0111 COIIU~ibution — CCHS

Excess vl'revenues over expens~;s

See ~ccompanyin~ notes to consolidated financial statei~nents.

;b 1,20],545 1,073,738
54,845 S6,2A~S

1,146,70Q 1,017,493

3,665 3>93S
62,764 56,357

] ,2 i 3,129 1,Q77,7$S

b62,338 598,b83
195,387 17A~,446
201,240 173,441
62,957 62,053
19,774 18,912
20,687 l 8,997

1,162,383 1,046,532

50,746 31,25:1

21,1 C~ I 22,4G0
(1Q,978) 31,232
4,563 9

14,746 S3,7Q1

65,492 ~~,~54

134,p32 -.--

$ ~ ] 94,52 $4,~5~

~~ ~o~ Pi~l~}t~ I~
.

F+flt

~d dC dt~d~2 E'r~d ~ • ~ v a

5
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LIFEBRIDGE HEALT~J[, INC, A.ND SUBSIDIARIES

Gansalidated Financial Stat~naents and

Supplementary financial Informatron

June 30, zU16 and 2015

(With Independent Auditoxs' Report Thereon)



LTF~~RTT7G~ I-1CALTH, iNC, AND SUBSIDIARI~B

Consolidated Statements of (3perations

Years ended June 30, 20I G and 20l 5

(Dollars in thousands)

2p16 2015

Unrestt~iated revenues, gains and other support:
patient service revenue (net of oantraetual allowances and

discounts) $ 1,435,810 1,201,545

.Provision for had debts 56,982 54,8{5

Net patient service revenue 1,378,828 1, 3 46,7Q0

Net assets released from restrictions used for operations 3,537 3,665

Qther operating revenue 95,Q6Q 62,764

Total nperatin~ revenues 1,A~77,425 1,213,129

Expenses;
Salaries and employee benefits 795,09} 6~i2,338

Supplies 2S3,S99 195, 87

Pm~chased s~~vices 254,211 2Q1,240

Depr~oiation, amot~tizatian anti gainllass on sale of assets 75,699 62,957

Repairs and maintenance 24,538 19,774

Interest 28,574 20,G87

Total expenses 1,427,715 1,162,383

Ope~•atii~~ income X9,710 SQ,7~6

Other income, net:
Investment incUme 16,028 21,1 C 1

Unrealized losses on h~adin~ investtnants (22,1 l0) (10,978)

Qthcr 779 4,56

Total ether (expense) income, net (5,3Q3) 14,746

Excess of revenues aver expenses before loss on
refinancing of debt and inherent contribution 44,407 G5,~92

I,~ss on refinancing of debt (3,720) —

Excess of revenues over expenses before inJlerenl
contribution 40,687 65,492

Inherent contribution — C;CNS ---~ 134;~;i2

Excess of revenues over expenses 4. 40,fi87 ] 99,524

~Sep accompanying notes to a~nsolidated financial statements, 4~ ~~"i~`~'~~ ~`~

~̀ C~
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e
KPMG LLP
1 East Pratt Street
Baltimore, MD 21202-1128

Independent Anditars' Report

The Board of Directors

LifeBridge Health, Inc, and Subsidiaries.

We have audited the accompanying consolidated financial statements of
 LifeBridge Health, Inc, and

Subsidia7~ies (the Corporation), which comprise the consolidated balance sheets as o
f June 3Q, 2015 and 2014,

and the related consolidated statements of operations, changes in net asset
s and cash flows for the years then

ended, and the related notes to the consolidated financial statements,

Ma~aagernent's Responsi~rlity far the Financial Statements

Management is responsible for the preparation and fair presentation of t
hese consolidated financial

statementsrn accordance with U,S, generally accepted accounting principl
es; this responsibility includes the

design, implementation, and maintenance of internal control relevant to the pr
eparation and fair presentation

of consolidated financial statements that are fxea from material misstatement, 
whether due to fraud or error,

Auditors' .i2esporisibility

Our responsibility is to express an opinion on these consolidated fina
ncial statements based on our audits,

We conducted our audits in accordance with auditing standards general
ly accepted in the United States of

America, Those standards require that we plan and perform the audit to
 obtain reasonable assuxance about

whether the consolidated financial statements are free frarn material misstateme
nt.

An audit involves performing procedures to obtain audit evidence about 
the amounts and disclosures in the

consolidated financial statements, The procedures selected depend on the
 auditors' judgment, including the

assessment of the risks of material misstatement of the consolidated 
financial statements, whether due to

fraud or error. In malting those risk assessments, the auditor considers internal 
control relevant to the entity's

preparation and fair presentation of the consolidated financial statements i
n order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressi
ng an opinion on the effectiveness

of the entity's internal control, Accordingly, we express no such opinion, 
An audit also includes evaluating

the appropriateness of accounting policies used and the reasonableness of signif
icant accounting estimates

made by management, as well as evaluating the overall presentation of the consolidat
ed financial statements,

We believe that the audit evidence we have obtained is sufficient and approp
riate to provide a basis for our

audit opinion,

Opinion

In our opinion, the consolidated financial statennants referred to above present fa
irly in all material respects,

the financial position of LifeBridge Health, Inc. and Subsidiaries as of Jun
e 30, 2015 and 201q, and the

results of their operations, changes in their net assets and their cash flows fo
r the years then ended in

accordance with U,S, generally accepted accounting principles,

KPM~ LLP is a Delaware Iim~leA (lability partnership,

the U,S, memder firm of KPMG lntarnetional Coaper~tiva

i"KpMG ~ntemetional"1, a Swiss aMiW.



~pM~

Emphasis of Matter

As discussed in note 3 to the consolidated financial statements, the Corporation acquired Carroll County

Health Services Corporation. Our opinion is not modified with respect to this matter,

Sccpplemeratal XnformaEion

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as

a whole, The supplementary information included in Schedules 1 and 2 is presented for purposes 
of

additional analysis and is not a required part of the consolidated financial statements. Such information is

the responsibility of management and was derived from and relates directly to the underlying accoun
ting and

other records used to prepare the consolidated financial statements, The information has been subjected to

the auditing procedures applied in the audit of the consolidated financial statements and certain additional

procedures, including comparing and reconciling such information directly to the underlying accounting and

other records used to prepare the consolidated financial statements ox to the consolidated financial statements

themselves, and other additional procedures in accordance with auditing standards generally accepted in the

United States of America, In our opinion, the infortnation.is fairly stated in al] material respects in relation

to the'consolidated financial statements as a whole.

tom. Pit'(C~- LL`s'

OctoUer 26, 201 S

2



LI~EBRTDGE HEAT,TH, TNC. AND SLTJ3STD~ARTES

Consolidated $alance Sheets

June 30, 2015 and 2014

(Dollars in thousands)

Assets

Cu~ent assets;
Cash and cash equivalents
Investments
Assets limited as to use, current portion

Patient service receivables, net of allowance for doubtful

accounts of $58,346 in 2015 and $35,085 in 201~F

Other receivables
Inventory
Prepaid expanses
Pledges receivable, current portion

Total current assets

Board-designated investments
Long-term investments
Donor-restricted investments
Reinsurance recovery receivable
Assets limited as to use, net of current portion

Pledges receivable, net of current portion
Property and equipment, net
Deferred financing costs, net of accumulated amortization of $767

in 2015 and $633 in 2014
Beneficial interest in split interest agreement

Investment in unconsolidated affiliates
Other assets, net

Total assets

2015 2014

$ 356,973 219,711
23,761 12,675
30,S6S ll,$73

Ig2,212 121,324
10,164 6,559
29,482 22,665
19,079 1Q,7] 9
6,693 4,298

618,929 409,824

250,000 -
258,685 374,695
21,6A~ 12,676
15,935 13,365
33,187 34,157
S,A77 3,434

595,143 459,638

4,073 2,319
x,628 4>633
33,865 18,720
43,082 16,939

$ 1,88A-,6~-8 1,350,400

3 (Continued)



LIFEBRIDGE HEALTH, INC. AND SUBSIDIARIES

Consolidated Balance Sheets

June 30, 2015 and 2014

(Dollars in thousands)

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued liabilities

Accrued salaries, wages and benefits

Advances from third-party payors
Current portion of long-team debt and capital lease obligations

Other current liabilities

Total current liabilities

Other long-term liabilities
Long-term debt and capital lease obligations, net of cun•ent portion

Total liabilities

Net assets;
Unrestricted
Noncont~•olling interest in consolidated subsidiaries

Total unrestricted net assets

Temporarily restricted
Permanently restricted

Total liabi]ities and riet assets

See accompanying notes to consolidated financial statements,

2415 2pla

$ 117,874 86,384
80,534 63,781
41,78Q 35,966
1 x,71 l 6,198
14,418 9,382

269,317 201,711

130,856 100,147
558,170 323,414

958,343 625,272

844,907 66Q,970
3,922 (192)

848,829 660,778

b 1,b60 49,703
15,816 1A,647

926,305 725,128

$ 1,884,648 1,35Q,A-00

4



LIFEBRIDGE HEALTH, INC. AND SUBSIDIARIES

Consolidated Statements of Operations

Years ended June 30, 2015 and 2014

(Dollars in thousands)

2015 2Q14

Unrestricted revenues, gains and other support;
Patient service revenue (net of contractual allowances and

discounts) $ 1,201,545 1,073,738

Provision for bad debts 54,845 56,245

Net patient service revenue 1,146,700 1,p17,493

Net assets released from restrictions used for operations 3,665 3,935

Other operating revenue 62,764 56,357

Total operating revenues 1,213,129 1,077,785

Expenses;
Salaries and employee benefits 662,338 S9&,683

Supplies 195,387 174,446

Purchased services 201,240 173,41

Depreciation, amortization and gain/lass on sale oP assets 62,957 62,Q53

Repairs and maintenance 19,77A~ 18,912

Interest 20,687 18,997

Total expenses 1,162,383 1,046,532

Operating income 50,746 31,253

Other income, net;
Investment income 21,161 22,460

Unrealized (losses) gains on trading investments (10,978) 31,232

Other 4,563 9

Iota] other income, net 1 ,746 53,701

Excess of z•evenues over expenses before inherent
contribution 65,492 84,95

Inherent contribution — CCHS 134,032 —

Excess of revenues over expenses $ 199,524 84,954

See accompanying notes to consolidated financial statements,

S



LIF'EBRIDGE I~ALTH, INC, A1~ID STJBSIDIARIES

Consolidated Statements of Changes in Net Assats

Years ended June 30, 2015 and 2Q14

(Dollars in thousands)

Nat assets at June 30, 2013

excess ~f revenues over expenses
Unrealized gain on investments
Net assets released from restrictions used for the

purchase of property and equipment
Rasp•icted gifts and bequests
Net assets released from restrictions used

for operations
Net change in value of beneficial interest iu split

interest agreement
Adjustment to pension liability
ether

Change in net assets

Nat assets at Tune 3Q, 201A

Bxcass of revenues over expenses
Inherent conkribution - GCHS
Unrealized loss an investments
Net assets released from restrictions used for the

purchase of property and eguipmant
Restricted gifts and bequests
Nel assets released from restrictions used

for operations
Net change in value of beneficial interest in split

interest agreement
Adjustment to pension liability
Other

Change in net assets

Net assets at Tune 3Q, 2015

Temporarily Permanently Total

Unrestricted restricted restricted net assets

$ 562,818 47,190 14,540 62~t,548

84,954 - - 84,954

- 4,OS 1 8 4,OS9

5,2Q2 (5,202)
- 7,OS1 102 7,15.3

- (3,932) (3) (3,935)

545 - SA5

7,623 - - 7,623

181 - --- 181

97,960 2,513 -. 107 100,580

6b0,778 49,703 ] 4,647 725,128

199,524 - -- 199,524

• - 10,733 1,173 1 1,906

(370) (3) (373)

5,347 (5,347) - -
1p,789 3 10,792

(3,661) (4) (3,665)

- S - S

(16,548) - - (16,548)

(272) (192) - (Ab4)

188,OS1 11,957 1,169 201,177

$ 848,829 61,660 15,816 926,305

See accompanying notes to consolidated financial statements,

6



LIFEBRIDGE HEALTH, TNC, AND SYJBSIDTARTES

Consolidated Statements of Cash Flows

Years ended June 30, 2015 and 2014

(Dollars in thousands)

2015 2014

Cash flows from operating activities;

Change in net assets 
$ 201,177 100,580

Adjustments to reconcile change in net assets to net cash provided by
 operating activities;

Depreciakion and amortization
62,697 62,076

Loss Gain) on disposal of equipment
260 (23)

Gain on sale of Gou~~tland Gardens
(3,409) -

Changa in pension liability
16,54& (7,623)

Provision for bad debts
54,$45 56,245

Rea]ized and unrealized gains on investments, net
(2,412) (51,925)

Inherent contribution - CCHS
(I4S,938) -

Restricted gifts and bequests
(10,789) (7,153)

Change in beneficial interest of split interest agreement
S (545)

Earnings on inveskments in unconsolidated affiliates
(5,342) (3,229)

Change in operating assets and liabilities;

Increase in patient service receivables, net
(41,9b2) (SS,S76)

Increase in other receivables
(1,021) (I,33b)

(Increase) decrease in pledges receivable
{4,438) 1,316

(Increase) decrease in inventory
(2,136) 728

Decrease in prepaid expenses
115 196

(Increase) decrease in reinsurance recovery receivable
(2,570) 10,549

Decrease (increase) in other assets
5,877 (10,159)

(Decrease) increase in accounks payable and accrued liabilities, and aocrued 
salaries,

wages, and benefits
(IQ,~+62) 7,390

(Decrease) increase in advances from third-party payors
(944) 1,210

Increase (decrease) in other current and long-term liabilities
1,121 (14,351)

Net cash provided by operating activities
111,222 88,370

Cash Mows from investing activities;
Change in donor-restricted investments

(8,968) 2,Q24

Addition of cash from CCHS acquisition
IS,719 -

Change in long-term investments
(49,422) t,874

Change in assets limited as to use
28,09& 4,912

Investment in/distributions from unconsolidated affiliates, net
(6,543) (10,561)

Additions to aperadng property
(44,4b2) (47,128)

Proceeds from the sale of property
31 17

Settlement of swap
{13,998) --

Acquisition of physician practices
(1,404) (2,482)

Net cash used in investing activities
(8Q,949) (S 1,344)

Cash flows from finanein~ activities;

Payment on debt and capital lease obligations
(53,800} (5,997)

Proceeds from issuance of debt
150,000 -

Reshicted gifts and begaests
10,789 7,153

Net cash provided by financing activities
106,989 I,156

Net increase in cash and cash equivalents
137,262 38,182

Cash and cash equivalents:
Beginning of year

219,711 181,529

End of year
$ 356,973 219,71 ]

Supplemental cash flow disclosures;

Cash paid during the year for interest
$ ] 9,412 3 9,060

Cash paid during the year for income taxes
44 86

Accounts payable related to purchase of operating property
11,210 5,x+87

Sea accompanying notes ko consolidated financial statements.



LTFEBRIDGE HEALTH, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

June 30, 2Q1S and 2014

(Dollars in thousands)

(1) Organization

On October 1, 1998, Sinai Health System, Inc, merged with Northwest Health System, Inc, to form

LifeBridge Health, Inc, (~,ifeBradge), LifeBridge is anot-for-profit, nonstock Maryland corporation,

~,ifaBridge's subsidiaries include Sinai Hospital of Baltimore, Inc, (Sinai); Northwest Hospital Centar, Inc.
(Northwest); Levindale Hebrew Geriatric Center and Hospital, Tnc, (Levindale); Children's Hospital of
Baltimore City, Inc,; The Baltimore 7awish Health Foundation, Inc, (B7HF); The Baltimore Tewish Eldercare

Foundation, Inc. (BJEF); Childxen's Hospital at Sinai k~oundation, Inc, (CHSF); LifeBridge Anesthesia
Associates, LLC (I.AA); LifeBridge Insuxance Company, Ltd, {LifeBridge Insurance); LifeBridge

Xnvestments, InG. (investments); LifeBridge Health ACO, LLC; LifeBridge Physician Network, LLC; and

8600 Liberty Road, LLC, This group will be referred to as Legacy LifeBxidga, Except for LifeBridge

Insurance and investments, all of the entzties named above are not-far-profit and tax-exempt, Sinai and

Levindale are constituent agencies of THE ASSOCIATED; 7ewish Community Federation of Baltimore,

inc, (A7CF), a charitable corporation,

Effective April 1, 2015, Cai~oll Couney Health Services Corporation (CCHS), the parent of Carroll Hospital
Center, Inc, (Carroll) and other related entities, became a subsidiary of LifeBridga. CCHS is further discussed

below and the acquisition of CCHS by LifeBridge is further discussed in note 3.

investments is a for~profit coi~paration that holds, directly and indirectly, interests in a variety of for-profit
businesses. Investments' wholly owned subsidiaries include;

• Practice Dyiaamics, Inc,

• LifeBridge Health aria' Fitness, LLC

• Sinai Eldersburg Recd Estate, LAC

• Dczvid L. Zisow M,D„ LLC

• General Surgery Specdalists, LI.0

• BW Primary Cttte, LLC

LifeBria`ge Comnic~~aity Practices, LLC

• The Centel• for Z~trologic Specialties, LLC

• LifeBridge Rou~idwoad Practices, LLC

• LifeBridge Community Physicians, LX,C (Coni~nunity Pliysiciar~s)

Investments also holds interests in numerous other health-related businesses,

Community Physicians is afor-profit corporation that provides physician and related services through

numerous subsidiaries.

8 (Continued)



LIFEBRIDGE HEALTH, INC. A1~1D SUBSTDIARTES

Notes to Consolidated Financial Statements

June 30, 2015 and 2014

(Dollars in thousands}

Courtland Gardens Nursing and Rehabilitation Center, Inc, is a wholly owned subsidia~•y of T,evindale. On

September 1, 2p14, T,evindale sold substantially all of the assets of Courtland, except for cash and accounts

receivable, fox $8,215.

CCHS is a not-for-profit, nonstocic Ma~•yland corporation. The accompanying consolidated financial

statements include the accounts of CCHS and its wholly or partially owned subsidiaries since April 1, 2015,

as described below,

Wholly owned subsidiaries of CCHS include;

Carroll Hospital Center, Tnc (Carroll); Carroll Hospital Center Foundation, Inc, (Carroll Foundation); Carroll

Hospice, Inc. (CH); Cen-Mar Assurance Co, (Cen-Mar); and Can•oll Regional Cancer Center Physicians,

~,LC (CRCCP), Carroll also holds interests in various health-related companies,

Carroll County IvZed-Services, Inc. (CCMS) is a wholly owned, far-profit subsidiary of CCHS that is

involved in real estate holdings, physician services, and other activities, and also maintains ownership

interests in various joint ventures, Wholly owned subsidiaries of CCMS include, Carroll Health Group, LLC;

Carroll County CMO, LLC; and Carroll PHO, LLC.

(2) Significant Accounting Policies

(a) Basis of Preseratatio~a

The consolidated financial statements are prepared on the accrual basis of accounting in accordance

with accounting principles generally accepted in the United States of America, All controlled and

direct member entities are consolidated, The accompanying consolidated financial statements include

the accounts of LifeBridge Health, Inc, and Subsidiaries (the Corporation). All entities whexa the

Corporation exercises significant influence, but does not have control, are accounted for under the

equity method. All other unconsolidated entities are accounted for under the cast method, All

significant intercompany accounts and transactions have been eliminated.

(b) Cash ttrad Cash Equivalents

Cash equivalents include certain investments zn highly liquid debt instruments with original maturities

of three months ox less at the date of purchase,

(c) Assets Li~nited as to Use

Assets limited as to use primarily consists of assets held by trustees under bond indenture agreements,

a self~insured workers' compensation resexve fund,' and designated assets sat aside by khe Board of

Directors far future capital improvements, over which the Board retains conCrol and may at its

discretion subsequently use for other ~urpases,

(d) Inventory

Inventories, which consist primarily of medical supplies and pharmaceuticals, are stated at the lower

of cost (using the moving average cost method of valuation) or market,

(Continued)



LIFEBRIDGE HEALTH, TNC~ AND SUBSIDIARIES

Notes to Consolidated Financial Statements

June 30, 2015 and 2014

(Dollars in thousands)

(e) Investments, Long-Term. Investments und'bonor-Restricted htvestments

The Corporation's investment portfolio is considered a trading portfolio and is classified as current or

noncurrent asseks based on management's intention as to use. All debt and equity securities are

reported in the consolidated balance sheets at fair value, pzincipally based on quoted market prices,

The Corporation has investments in alternative investments, primarily funds of hedge funds, totaling

$1~F6,923 and $125,198 at June 30, 2015 and 201q~, respectively, These funds utilize various types of

debt and equity securities and derivative instruments in their investment strategies. Also included in

alternative investments are BJEF's and BJHF's funds that are invested on their behalf by the

Associated 7ewish Charities (AJC), an affiliate of AJCF, The underlying investments for these funds

include cash of $1,OS2, equities of $25,672, private e9uity of $2,945, fixed income of $4,351, inflation

hedging funds of $2,820, and alternative investments of $17,427. Altexnative investments are recorded

based on the Net Asset Value (NAV) of the shares in each investment company or partnership.

Investments in unconsolidated affiliates are accounted for under the cost or acuity method of

accounting as appropriate and are included in other assets and investment in unconsolidated affiliates,

respectively, in the consolidated balance sheets, The Corporation's equity income or lass is reca~nized

in other operating revenue within the excess of revenue over expenses in the accompanying

consolidated statements of operations,

Investments also include assets restricted by donor, and assets designated by the Board of Directors

for future capita] improvements and other purposes over which it retains control and may, at its

discretion, use for other purposes. Purchases and sales of securities are recorded on a trade-date basis,

Investment income (interest and dividends) including realized gains and losses on investment sales is

reported as other income (expense) within the excess of revenues over expenses in the accompanying

consolidated statements of operations and changes in net assets unless the income or loss is restricted

by the donor or law. Investment income on funds held in trust for self-insurance purposes is included

in other operating revenue, Investment income and net gains (losses) that are restricted by the donor

are recorded as a component of changes in temporarily ar permanently restricted net assets, in

accordance with donor-imposed restrictions. Realized gains and losses axe determined based on the

specific security's original purchase price, Unrealized gains and losses are included in other i:~come,

net within the excess of revenue over expanses,

Accounting Standards Codification (ASC) Topic 820, Fair Value Measurements and Disclosures,

establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure

fair value. The hierarchy gives the highest priority to unadjusted quoked prices in active markets for

identical assets or liabilities (Level 1 measurements) and lowest priority to measurements involving

significant unobservable inputs (~,evel 3 measurements). The three levels of the fair value hierarchy

are as follows;

Level 1 Inputs ~-Unadjusted quoted prices in active markets for identical assets or liabilities

accessible to the reporting entity at the measurement date,

10 (Continued)



LIFEBRIDGE HEALT~T, INC. AND SUBSIDIARIES

Notes to Consolidated financial Statements

June 30, 2015 and 2014

(Dollars in thousands)

Level 2 Inputs — Okher than quoted prices included in Level 1 inputs that are observable for the

asset or liability, either directly or indirectly, for substantially the full term of the .asset or

liability,

Level 3 Inputs — Unobsexvable inputs far the asset or liability used to measure fair value to the

extent that observable inputs are not available, thereby allowing for situations in which there is

little, if any, market activity for the asset or liability at measurement date.

The hierarchy requires the use of observable market data when availably, Assets and liabiliti
es are

classified in their entireky based on the lowest level input that is significant to the fai
r value

measurements,

(f) Property and Equipment

Property and equipment acquisitions are recorded at cost, Depreciation is provided over 
the estimated

useful life of each class of depreciable assets and is computed using the straight-line m
ethod,

Equipment under capital lease obligations is amortized on the straight-line method over the 
shorter of

the period of the lease term or the estimated useful life of the equipment. Maintenance and 
repair costs

are expensed as incurred, Interest cost incurred on borrowed funds during the period of const
ruction

of capital assets is capitalized as a component of the cost of acquiring those assets,

Gifts of long-lived assets such as land, buildings, or equipment are reported as unrestricted 
support

and are excluded from the excess of revenues over expenses, unless explicit donor stipulati
ons. specify

how the donated assets must be used, Gifts of long-lived assets with explicit restrictions ghat 
specify

how the assets are to be used and gifts of cash or other assets that must be used to acquire long
-lived

assets are reported as restricted support. Absent explicit donor stipulations about how long 
those

long-lived assets must be maintained, expirations of donor restrictions are reported when the do
nated

ox acquired long-lived assets are placed in service,

(g) Deferred Financing Costs and Other Assets

Deferred financing casts and other assets consist primarily of deferred financing costs, intangible
s

related to practice acquisitions, notes receivable, and the cash surrender value of split dol
lar life

insurance. The deferred financing costs are amorkized using the effective-interest method
 over the term

of the related debt, Amoi°tization expense was $2, 30 and $3,780 far the years ended Jung 
30, 2015

and 2014, respectively, Such amortization is included in depreciation and amortization in the

consolidated financial statements,

(h) d3eneficial Itaterest in SpCit Interest Agreement

CHSF holds a 25% ineerest in a trust, of which management has estimated the present 
value of the

future income stream. CHSF' will receive 25% of the net annual income over the next 10 
years, At the

end of this period in 2Q24, the trust will terminate, and 25% of the principal will be dist
ributed to

CHSF, Management has reported the beneficial interest at fair value based on the fa
ir value of the

underlying trust investments,

11 (Continued)



LII+'EBRIDGE HEALTH, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

June 30, 2015 and 2014

(Dollars in thousands)

(i) Aclvcznces from Third-Party Payors

Advances from third-party payors 'are comprised of advance funding from CareFirst BlueCross

B1ueShield, Medicaid, Aetna, United/MAMSI, and other insurance providers.

{~) Self Insurance Programs

The Corporation maintains self~insurance programs for professional and general liability, workers'

compensation, and employee health benefits. The provision for estimated self-insurance program

claims includes estimates of the ultimate casts for both reported claims and claims incurred but not

reported. The estimates are based on historical trends, claims asserted, and reported incidents,

(k) Otlxer Long-Term Liabilities

Other long-term liabilities consist of self-insurance liabilities, pension plan liabilities, asset retirement

obligations, and deferred compensation plan liabilities,

(l) Donor-Restricted Gifts

Unconditional promises to dive cash and other assets to the Corporation are reported at fair value at

the date the promise is received. Conditional promises to give and indications of intentions to give are

reported at fair value at the date those promises become unconditional, The gifts are reported as either

temporarily or permanently restricted support if they are received with donor stipulations that limit the

use of the donated assets, When a donor restriction expires, that is, when a stipulated time restriction

ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified as

unrestricted net assets and reported in the consolidated statements oP operations as net assets released

from restrictions, Donor-restricted contributions whose restrictions are met within the same year as

received are reported as unrestricted contributions,

(rn) Net Assets

Net assets and revenues, expenses, gains and losses are classified based on the existence or absence of

externally imposed stipulations, Accordingly, net assets of the Corporation and changes therein are

classified and reported as follows:

Unrestricted net assets —Net assets that are not subject to externally imposed stipulations.

Temporarily restricted net assets -- Net assets subject to externally imposed stipulations that

may ox will be met either by actions of kha Corporation and/or the passage of time,

Pernacznently restricted net assets -- Net assets subject to externally imposed stipulations that

they be maintained by the Corporation in perpetuity,

Revenues are reported as increases in unrestricted net assets unless use of the related asset is limited

by externally imposed restrictions, Expenses are reported as decreases in unrestricted net assets. Gains

and losses are reported as increases or decreases in unrestricted net assets unless use of the related

asset is limited by externally imposed restrictions or law, Expirations of temporary restrictions of net

assets (i,e„ the externally stipulated purpose has been fulfilled and/or the stipulated time period has
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elapsed) are reported as reclassifications between the applicable classes of net assets if used to acquire

capital assets; otherwise, they are recorded as unrestricted operating revenue,

(n) Net Patient Service Revenue

Net patient service revenue for Sinai, Northwest, Carroll and tha chronic hospital campon,ent of

Levindale is recorded at rates .established by the State of Maryland Health Services Cost Review

Commission (HSCRC) and, accordingly, reflects actual charges to patients based on rates in effect

during the period in which the services are rendered, On January 29, 2014, the Corporation and the

Health Services Cast Review Camrnission (HSCRC) agreed to implement the Global Budget Revenue

(GBR) methodology, effective July 1, 20.13, for Sinai, Northwest and Levi~~dale, The Agreement will

continue through June 30, 201 and on ruly 1, 2014, and each year thereafter, the Agreement will

renew for aone-year period unless it is canceled by the HSCRC ox by the Hospital (the Agreement

was not cancelled fox the period ending Tune 30, 2016), The GBR model is a revenue constraint and

quality improvement system, designed by the HSCRC to provide hospitals with strong financial

incentives to manage their resources efficiently and effectively in order to slow the rate of increase in

healthcare costs and improve healthcare delivery processes and outcomes. The GBR model is

consistent with the Hospitals' mission to provide the highest value of care possible to their patients

and the communities they serve,

The GBR agreement establishes a prospective, fixed revenue base "GBR cap" for the upcoming year,

This includes both inpatient and outpatient regulated services, Under GBR, the Corporation's xevenue

for all HSCRC-regulated services is predetermined for the upcoming year, regardless of changes in

volume, service ~riix intensity, or mix of inpatient or outpatient services that occurred during the ye
ar,

The GBR agreement allows the Corporation to adjust unit races, within certain limits, to achieve the

overall revenue base far the Corporation at year-end, Any overcharge ar undercharge versus the GBR

cap is prospectively added to the subsequent year's GBR cap, Beginning in Fiscal Year 2016, the GBR

is adjusted for changes in market share, The market share adjustment adjusts revenue and volumes at

a 50% variable cost factor and is designed to be revenue-neutral on a statewide basis, The GBR cap

continues to be adjusted annually for inflation, and for changes in payor mix and uncompensated care,

Beginning on July 1, 2Q14 and each year thereafter, the Corporation will receive an annual adjustment

to its cap for the change in population in the Corporation's sexvice area,

Effective July 1, 2p10, Carroll and the HSCRC agreed to a three year contract for Carroll to implement

the Total Patient Revenue (TPR) methodology, which was renewed for an additional three year period

effective July 1, 2p13, The TPR agreement establishes a prospective, fixed revenue base, the "TPR

cap," for the upcoming year, This includes both inpatient and outpatient regulated services, Under

TPR, Carroll's revenue for all HSCRC-regulated services is predetermined for the upcoming year,

regardless of changes in volume, service mix intensity, or mix of inpatient or outpatient services that

occui~'ed curing the year, Tbe TPR agreement allows Carroll to adjust unit rates, within certain limits,

to achieve the overall revenue base for Carroll at year end. Any overcharge or undercharge versus
 the

TPR cap is prospectively added to the subsequent year's TPR cap. Beginning in Fiscal Year 2016, the

TPR is adjusted fox changes in market share, The market share adjustment is a revenue neutral

adjustment which adjusts revenue and volumes at a 50% variable cost factor, The TPR cap c
ontinues

to be adjusted annually for inflation, and for changes in payor mix and uncompensated care, 
Beginning
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in year three of the three-year• contract, Carroll will receive an annual adjustment to its cap for the

change in population in Carroll's service area, TPR is designed to encourage hospitals to operate

efficiently by reducing utilization and managing patients in the appropriate care delivery setting.

Contractual adjustments, which represent the.. difference between amounts billed as patient service

revenue and amounts paid by third-party payars, are accrued in the period in which the related saxvrces

are rendered, Because the Corporation does not pursue collection of amounts determined to 9ualify as

charity care, such amounts are not reported as revenue,

Medicare reimburses Northwest, Levindale and Courtland for skilled nursing services under the

Medicare skilled nursing Prospective Payment System (PPS), Under PPS, the payment rate is based

on patient resource utilizadan as calculated by a patient classification system known as Resource

Utilization Groups,

Medicaid reimburses Lavindale and Courtland for services rendered in their long-term care facilities

based on their actual costs, however, beginning in 7anuary 2015, the cost from the 2012 cost reports

was used to set Resource Utilization Group (similar to Medicare) rates which are adjusted far changes

in case mix, The case mix from two quarters prior is used to adjusk the rates an a quarterly basis,

All other patient service revenue is recorded at the estimated net realizable amounts from patients,

third-party payors, and others far services rendered,

(o) Other Operating Revenue

Other operating revenue includes income of LifeBridge Health and Fitness LLC, revenue from retail

pharmacy and other support services, and revenue generated from investments in joint ventures that

offer health care services ar services that support or complement the delivery of care.

(p) Grants

Federal grants era accounted for either as an exchange transaction or as a contribution based on terms

and conditions of the grant. If the grant is accounted for as an exchange tra~~saction, revenue is

recognized as other operating revenue when earned, If the grant is accounted for as a contribution, the

revenues are recognized as_ either other operating revenue or temporarily restricted contributions

depending on the restrictions within the grant,

(q) ~'Vleaningful Use Incentives

Under certain provisions of the American Recovery. and Reinvestment Act of 2009 (ARRA), federal

incentive payments are available to hospitals, physicians, and certain other professionals when they

adopt, implement; or upgrade certified electronic health record (EHR) technology or become

"meaningful users," as defined under ARRA, of EHR technology in ways that demonstrate improved

quality, safety, and effectiveness of care, Incentive payments will be paid out over varying transitional

schedules depending on the type of incentive (Medicare and Medicaid) and recipient (hospital or other

eligible provider), Eligible hospitals can attest for both Medicare and Medicaid incentives, while

physicians must select to attest for either Medicare or Medicaid incentives, For Medicare incentives,
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eligible hospitals receive payments over four years while eligible physicians receive payments ove
r

five years, Far Medicaid incentives, eligible Maryland hospitals receive payments over four years and

physicians receive payments over six years,

The Corporation recognizes EHR incentives when the payment is received. Duxing the years .ended

June 30, 2015 and 2Q14, certain hospitals and physicians satisfied the meaningful use criteria, 
As a

result, the Caiporation recognized $3,728 and $4,494 of EHR incentives during fiscal years 2015 and

2014, respectively, in other operating revenue,

(r) Charity Care and Bud Debt

Sinai, Northwest, Carroll, Levindale and Courtland provide care to patients who meet certain criteria

under their charity care policies without charge or at amounts less than their established rates, Becaus
e

the facilities do not pursue the collection of amounts determined to qualify as charity care, those

amounts are not reported as revenue, 'The amount of charity care provided during the years ended

Tune 30, 2015 and 2014, based an patient charges forgone, was $9,179 and $20,368, respectively, Th
e

fatal direct and andirect costs to provide the care amounted to approximately $7,548 and $16,918 for

the years ended June 30, 2015 and 201 -, respectively,

All patient accounts are handled consistently and appropriately to maximize cash flow and to identify

bad debt accounts timely, Active accounts are considered bad debt accounts when they meet specific

collection activity guidelines and/or are reviewed by the appropriate management and deemed 
to ba

uncollectible, Bvary effort is made to identify and pursue all account balance liquidation options,

including but not limited to third party payor reimbursement, patient payment arrangements, IVledicaid

eligibility and financial assistance, 'third party receivable management agencies provide extended

business office services and insurance outsource services to ensure maximum effort is taken to recover

insurance and self-pay dollars before transfer to bad debt. Contractual a~~rangements with third party

collection agencies are used to assist in the recovery of bad debt after all internal collection efforts

have been exhausted, In so doing, the collection agencies must operate consistently with the goal of

maximum bad debt recovery and strict adherence with Fair Debt Collections Practices Act (PDCPA)

rules and regulations, while maintaining positive patient relations,

Beginning allowance
Plus provision for bad debt
Less bad debt write-offs, net of recoveries

zois
$ 35,085

S~1,8~5
(31,5 8A~)

2014

finding allowance

(s) Irzcotne Taxes

25,280
5 G,245
(46,40)

$ 58,346 35,085

LifeBridge and its not-for profit subsidiaries have been recognized by the Internal Revenue Serv
ice as

tax-exempt pursuant to Section 5Q1(c)(3) of the Internal Revenue Code,
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LifeBridge's incorporated for-profit subsidiaries account far income taxes in accoxdance with

Financial Accounting Standards Board (FASB) ASC Tapic 7A~0, haco~ne Taxes, Income taxes are

accounted for under the asset and liability method, Deferred tax assets and liabilities are recognized

for the future tax consequences attributable to differences between the financial statement carrying

amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit

carryforwards, Deferred tax assets and liabilities are measured using enacted tax rates expected to

apply to taxabl0 income in the years in which those temporary differences are expected to be recovered

or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in the

period that includes the enactment date, Any changes to the valuation allowance on the deferred tax

asset are reflected in the year of the change, The Corporation accounts for uncertain tax posiCions in

accordance with ASC Topic 740,

(t) Use of Estimates

The preparation of consolidated financial statements in conformity with U,S, generally accepted

accounting principles requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the data oP the

consolidated financial statements, and the reported amounts of revenues and expenses during Che

reporting period, Actual results could differ from those estimates.

(u) Excess of Revenaces over Expenses

The accompanying consolidated statements of operations include excess of revenue over expenses,

Changes in unrestricted net assets that are excluded from excess of revenues over expenses, consistent

with industry practice, include changes in the funded status of defined-benefit pension plans,

permanent transfers of assets to and from affiliates for other than goods and services, the cumulative

effect of a change in accounting principles, and contributions received for additions of long-lived

assets.

(v) Employee Pension Plan

Pension benefits are administered by the Corporation, The Corporation accounts far its defined-benefit

pension plans within the frameworl~ of ASC Topic 958, Not for-Profit Entities, Section 715,

Compensation-Retirement Benefits (Topic 958, Section 71S), which requires the recognition of the

overfunded or underfunded status of adefined-benefit pension plan as an asset or liability, The plans

are subject to anmtal actuarial evaluations, whioh involve various assumptions creating changes in

elements of expense and liability measurement. Key assumptions inclade the discount rata, the

expected rate of return on plan assets, retirement, mortality, and turnover, The Corporation evaluates

these assumptions annually and modifies them as appropriate,

Additionally, Topic 958, Section 715 requires the measurement date for plan assets and liabilities to

coincide with the employer's year-end and requires the disclosure in the notes to the consolidated

financial statements of additional information about certain affects on net periodic benefit cost for the

next fiscal year that arise from delayed recognition of the gains or losses, prior service costs or credits,

and transition asset or obligation, During fiscal year 2Q15, LifeBridge adopted the RP-2014 Mortality

Table with generational improvements, See footnote 11 for further discussion,
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(3) Carroll County Health Services Corporation

The Corporation became the sole corporate member of CCHS and all of its subsidiaries on Ap
ril 1, 2015,

Beginning on that date the financial position and results of operations of CCHS were consolidat
ed, As part

of the transaction, LifeBridge contributed $50,000 to Carroll foundation to be used solely in f
urtherance of

the Foundation's charitable purposes of supporting the missions of CCHS and 
other charitable CCHS

Affiliates (the Foundation Conri•ibution), and LifeBridge committed to provide $250,00
0 to meet the

strategic needs of CCHS and its affiliates, LifeBridge established a $250,000 boaxd-designa
ted fund

containing the funds required to meet the commitment. The affiliation was accounted F
or under the purchase

accounting method for business combinations, As a result, the Corporafiion recorded an inhe
rent contribution

related to the transaction of $145,938,

The following table summarizes the estimated fair value of assets acquired and liabi
lities assumed at April 1,

2015 (the acquisition date prior to the Foundation Contribution):

Assets;
Current assets $ 91,236

Property and equipment 144>403

Other long-term assets 14,079

Total assets $ 379,71$

Liabilities;
Cun~ent liabilities $ 58,769

Long-term liabilities 175,011

Total liabilities 233,780

Net assets:
Unrestricted 134,032

Temporarily restricted 10,733

Permanently restricted 1,173

Total net assets 145,938

Total liabilities and net assets $ 379,718
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The following table summarizes the Corporation's pro forma consolidated results as thoug
h the ac9uisition

occurred at July 1;

2015 201A

Total operating revenues $ 1,435,203 1,364,206

Operating income 51,757 38,293

Other income, net 144,690 61,366

Changes in net assets:
Unrestricted $ 184,931 112,66&

Temporarily restricted 12,488 2,29Q

Permanently restricted 1,169 107

Total changes in net assets $ 198,588 1]5,065
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(4) Investments

Investments, which consist of assets limited as to use, board-designated investments, 
donor-restricted

investments, and long-term investments in the accompanying consolidated balance sheets
, are stated at fair

value or under the equity method, as appropz•iate, as of June 30, 2015 and 201 ,and consist 
of the following;

Assets limited as to use;
Self-insurance fund:
Cash and cash equivalents
Mutual funds
Equity securities
U,S, Treasury
Government securities
Fixed income
Alternative investments

Self-insurance fund

Aebt service fund.
Cash and cash equivalents
Government securities

Debt Service Fund

Collateral held t'ox lines of credit and other;

Cash and easy equivalents
Mutual funds
Equity securities
Fixed income

Collateral held for lines of credit

Less current poxtion

Assets limited as to use, net of current portion

Donox-restricted investments:
Cash and cash equivalents
Mutual funds
Equity securities
U,S, Treasury
Government securities
Fixed income
Alternative investments

Donor-restricted investments

Beneficial interest in split interest agreement

2415 2014

$ 3,12$
2,197
7,106
11,389
1,705

11,350
4,364

41,239

8,36
10,273
2,006
9,160
4,372

34, l 57

11,501
7,328

18,829

89
1,230
2,297
68

3,68A

(30,565)

$ 33,187

$ 5,418
6,082
2,091
3,238
3,324
1,205
286

$ 21,644

$ 4,628

1 Q,221
1,652

1 l ,873

(11,873)

34,1 S7

3,617
3,055
969

2,OS7
2,282
696

12,676

4,633
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There are other investments restricted by donors other than pledges receivable, donor-restricted investments,

and beneficial interest that are included inlong-term investments as of Juna 30, 2015 and 2014. As of June 30,

2015 and 2Q14 current, long-term, and board-designated investments are as follows;

Zoos zola

Current, long-term, and board-designated investments;
Cash and cash equivalents
Mutual funds
Equity securities
Government secuxities
Fixed income
Alternative investments

Currant, long-term and board-designated
investments

Less current portion

Tong-term and board-designated investments

$ 56,619 x,249
165, 92 110,780
132,483 136,221
8,89 2,097
26,830 13,197

142,273 120,826

532,46 387,370

(23,761) (12,675)

$ 508,685 374,695

Investment income and gains and losses on long-term investments, board-designated investments,

donor-restricted investments, and assets limited as to use are comprised of the following for the yeaz's ended

June 30, 2015 and 2014.

investment income;
Interest income and dividends
Realized gains on sale of secm'itias

Investment income

Unrealized (losses) gains on trading securities
Other changes in net assets;
Changes in unrealized gains on temporarily and permanently

restricted net assets

Tote( invastt~nent return

(5) Pledges ](receivable

2015 2014

$ 7,398 9,259
13,763 13,201

21,161 22,460

(a 0,978) 31,232

(373) 4,059

$ 9,810 S7,7S1

Contributions and pledges to raise funds are recorded as temporarily restricted net assets :until the

donor-intended purpose is met and the cash is collected, Future pledges are discounted at the treasury bill

rate to reflect the time value of money, and an allowance for potentially uncollectibla pledges I~as been

established,
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Sinai, Northwest, Carroll, and Levindala have recorded total pledges as of June 30, 201
5 and 2014 as follows;

~n~c

Gross pledges receivable
Lass;
Discount foe• time value of money
Allowance for uncollectible accounts

Total future payments are as follows;

Less than one year
One to five years
Five years and thereafter

$ 1.5,878

(1,232)
(2,G76)

$ 12,170

$ 8,492
6,657
729.

$ 15,878

2014

11,128

(1,261)
(2,135)

7,732

(6) Property and Equipment

As described in note 13, Sinai and Levindale leases from an affiliate of AJCF lease all land, land

improvements, buildings, and fixed equipment located at those entities' primary lo
cations; LifeBridge

entities own khe movable equipment, Property and equipment are classified as follows at Ju
ne 30.

Estimated
„n.,~,., ,;~„

Land
Land improvements 8 to 20 years

Building and improvements 10 to 40 years

fixed equipment 8 to 20 years

Movable equipment 3 to 15 years

Less accumulated depreciation

Construction in progress

Property and equipment, net

2415

$ 7,302
35,913
829,588
88,710
453,896

1,415,409

(867,451)

547,958

47,185

$ 595,1 3

2014

2,838
l 1,964
663,2q 8
52,702
3Q5,24~

1,035,996

(619,292}

~l 6,704

A2,934

x}59,638

Depreciation, amortization, and gain/loss on sale of assets were $62,957 and $62,053 f
or the years ended

June 30, 2015 and 201 ~, respectively, Of this, depreciation expense was $60,267 a
nd $58,296 for the years

ended June 30, 2015 and 201A~, respectively,
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Included in property and equipment is building and aGuipment, net of accumulated amortization, of $9,258

and $9,$49 for the years ended Tune 30, 2015 and 201A~, respectively, financed with capital lease obligations.

Accumulated amortization related to the building and equipment under capital leases was $21,222 and

$16,583 at June 30, 2015 and 2014, respectively,

(7) Investments in Joint Ventures

Investments in joinfi ventures and partnerships, accounted for under the equity method, consist of the

fallowing at June 30, 2015 and 2Q14;

zais 2o1a
Business Percentage Percentage

Joint'Venture purpose ownership Balance ownership Balance

MNR Industries, LLC Urgent Care
Centers 40% $ 23,123 40% $ t2,$73

Riverside Health of Medicaid

Maryland, Tnc, Managed
Care Plan 20 2,736 20 2,314

Mt. Airy Plaza, LLC Real Estate SQ 1,649 --- —

LifeBridge Sports Medicine & Physical
Rehabilitation, L.LC Therapy SO 1,165 SO 1,217

Carroll Care Pharmacies, LLC Pha~~nacies 49 1,018 — —

Other7ointVenkures Miscellaneous 0,12-50 4,174 25-50 2,316

Total $ 33,865 $ 18,720

For those joint ventures and partnerships accounted for using the equity method, LifeBridge recorded equity

in earnings of joint ventures and partnerships, For those joint ventures and partnerships accounted for using

the cost method, LifeBridge xecorded dividend income, Such amounts are included in other operating

revenue in the consolidated statements of operations.
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(8) Long-Term Debt and Capital Lease Obligations

As of June 30, long-tez~m debt and capital lease obligations consist of the following;

2Q15 2Q14

Maryland Health and Higher Educational Facilities Authority

(MHHEFA):
Revenue Bonds Series 2006 $ 35,000 —

RevenixeBonds Series 2008 266,285 269,405

Revenue Bonds Series 2Q11 48,31 S 49,13Q

Revenue Bonds Series 2012A 56,620

Other debt;
Banlc of Amerzca line of credit 100,000 —

M&TBank taxable loan 50,000 —

Mortgage Payable line of credit 2,351

Capital leases 7,206 8,299

Othar 343 343

566,120 327,177

Lesscuxrentportion (14,71]) (6,198)

Unamortized premium 6,805 2, 82

Unamortized discount (44) (A7)

Long-term debt, net $ 558,170 323, 14

In November 2006, the Maryland Health and Higher Educational Facilities Aut
hority ~(MHH~FA or tha

Authority) loaned $35,000 from the proceeds of bonds (Series 2006 Bonds)
 to CCHS and certain of its

subsidiaries, resulting in proceeds of $35,000. T'ha Series 20Q6 Bonds included 
$3,165 of term bonds

ma~itring in 2026, $7,42Q of term bands maturing in 2036, and $24,415 of texm bon
ds maturing in 2040,

bearing interest at fixed rates of 4.5%; S,0%, and 5,0%, respectively.

Tn January 2008, MHHEFA loaned $285,815 from the proceeds of bonds (Series 20Q8 Bo
nds) to LifeBridga

and certain of its subsidiaries. Portions of the Series 2008 Bonds are payable
 on July ] of each y0ar through

2047, The Sea7es 2008 Bonds bear interest at a weighted fixed rata of 5,35
%,

Tn March 2011, the Authority loaned $50,695 From the proceeds of bonds (Series 201
1 Bonds) to LifeBridge

and certain of its subsidiaries, Portions of the Series 2011 Bonds are pa
yable on July 1 of each year through

2041, The Series 2011 Bonds bear interest at a weighted fixed rate of 5,99%.

In May 2012, MHH~FA loaned $89,790 frazn the proceeds of bonds (Serie
s 2012A Bonds) to CCHS and

certain of its subsidiaries. (the Series 2012 Bonds). The Series 2012 Bond
s were issued in three sexiest

$26,995 of serial bonds maturing in 2013 through 2027, $7,505 of term bonds 
maturing in 2030, and $2S,28Q
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of term bonds maturing in 2037 (Series 2012A Bonds); $IS,O10 of term bonds maturing in 2037

(Series 2Q12B Bands); and $15,000 of Yerm bonds maturing in 2042 (Series 2Q12C Bonds),

On April 1, 2015, LifeBridge established atwo-year loan facility with $anlc of Amez~ica in the amount of

$250,000 (2015 Line of Credit) that matures on March 31, 2017, with a variable rate of interest on amounts

drawn of 30-day LlI30R plus 88 basis points (1,07% at Tune 30, 2015), The 2015 Line of Credit is secured

on parity with the Series 200$ and 2011 Bonds, On April 1, 2QIS, LifeBridge drew $lOQ,000 on the 2015

Line of Credit, of which $50,000 was transferred to Carroll Foundation for the Foundation Contribution and

$39,800 was used to pay off the Series 2012B and 2012C Bonds Banlc.

On May 1, 2p1S, a single obligated group (the Obligated Group) was formed, consisting of LifeBridge, Sinai,

Northwest, Levindale, BJHF, CHSF, CCHS, Carroll, CCMS, CHG, CH, and CRCCP, Members of the

Obligated Group era jointly and severally liable for all of the outstanding bonds issued by the Authority on

behalf of LifeBridga and CCHS and their respective affiliates, together with the other' obligations on parity

with such bonds.

The Series 2006, 2008, 20l 1, and 2p12A Bands are governed by a Master Loan Agreement, Under the

Master Loan Agreement, the Authority maintains a security interest in the revenue of the obligors. In

addition, the Master T,oan Agreement requires Obligated Group members to adhere to limitations on mergers,

disposition of assets, and additional indebtedness and certain financial covenants, The financial covenants

include a rate covenant, which requires the Obligated Group Co achieve a debt service covexage ratio of 1.10;

a liquidity covenant, which requires the Obligated Group to maintain 6S days cash on hand; and a

debt-to-capitalization covenant, which requires the Obligated Group tomaintain adebt-to-capitalization ratio

of not more than 65%, all measured as of June 30 in each fiscal yeax, In the fiscal year ended June 3Q, 2015,

the Obligated Group met all of its covenants.

On June 26, 2015, LifeBridge entered into a $50,000 direct bank placement with M&T Bank (2015 M&T

Loan). The interest rates range from 1.57% to 3,28%, with maturity dates ranging from July 1, 2016 to 7uly 1,

2025. The 201 S M&T Loan is secured on parity with the bonds,

CCHS has a $3,500 line of credit with BB&T for property acquisition. The line of credit is interest only,

payable at 30-day LIBOR plus 1,7%, The line matures an February 2~, 2Q16, Currently, the line of credit

has an outstanding balance of $2,30Q and CCHS has pledged securities of $3,700 against the line,

On April 28, 2Q~S, Carroll entered into a termination agreement related to its floating-to-fixed interest rate

swap agreement with Bank of America, Caxroll paid Bank of America $13,998 to terminate the swap

agreement. The Corporation recognized a realized gain on settlement of approximately $6pQ, This amount

was recognized within other income, net within the consolidated statements of opez•ations,

The Corporation is obligated under several noncancelable capital leases for hospital equipment and office

building space.
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The total future principal payments on long-term debt and capital lease payments are as follows;

iVIHHEFA Capital lease
and other debt obligations

Years ending June 3Q;
2016
2017
2018
2019
2020
Thereafter

$ 12,3SA~
110,792
10,750
11,140
11,605

A 02, 273

$ 558,914

3,730
2,344
1,07Q
1,Q22
1,022
o~~

10,124

(2,918)

$ 7>206
Less interest portion

(9) M&T Bank Line of Credit

Sinai maintains a $5,000 line of credit with M&T Bank, As of June 30, 2015 and 2014, there were no balances

outstanding on this line of credit.

(lQ) Temporarily and Permanently Restricted Net Assets

Temporarily restricted net assets are available for the Following purposes at Tune 30;

2015 2Q14

Healthcare services:
Capital equipment/construction $ 2~-,824 24,790

Other healthcare services;
Service grants 215 149

Donor-specified healthcare services 20,491 11,939

Enrichment and research 16,13Q 12,825

$ 61,66Q ~F9,703

Permanently restricted net assets of $15,816 and $14,6A~7 at Juna 30, 2015 and 201A~, respectively, are

restricted to investments to be held in perpetuity, the income from which is expendable to support healthcare

services,

{I1) Employee Benefit Plans

(a) LifeBridge Health Pension Plans (Sinai and Leviizdale)

The Corporation sponsors nancontributof•y defined-benefit pension plans (the Sinai/Levindale Mans)

coveringfull-time, nonunion and union employees of Sinai and Levindale. Annual contributions to the
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Sinai/Levindale Plans are made at a level equal to or greater than the funding requirement as

determined by the Sinai/Levindale Plans' consulting actuary. Contributions are intended to provide

not only for benefits attributed to service to date, but also for those expected to be earned in the future,

The following tables set forth the Sinai/Levindale Plans' funded status and amounts recognized in the

accompanying consolidated financial statements as of Tune 30, 2015 and 2014;

Measurement date

ZO15

June 30, 2015

~.m a

Tune 30, 2014

Change in projected benefit obligation;
Benefit obligation at beginning of year
Service cost
Interest cost
Actuarial loss
Benefits paid
Expenses paid ft~om assets

Benefit obligation at end of year

Change in plan assets;
Fair value of plan assets at beginning of year
Actual return on plan assets
Company contributions
Benefits paid
Expenses paid from assets

Fair value of plan assets at end of year

Funded status

$ 174,787
7,90
7,359
6,933

(10,321)
(450)

1$5,808

157,06&
3,b66
8,694

(10,321)
(450)

158,657

$ (27,151)

159,218
6,769
7,138
7,531
(5,462)
(407)

174,787

130,332
22,519
10,086
{5,462)
(407)

157,068

(17,719)

Amounts recognized in the consolidated financial statements consist of the following at June 30:

2015 2014

Amounts recognized in the consolidated balance sheets;
Other Iong-term liabilities $ 27,151 17,719

Amounts recognized in unrestricted net assets.
Net actuarial loss $ 41,086 27,98

Prior service cost ~3 132

$ 41,129 28,116

The Corporation has estimated $10,523 for its defined benefit conCributions to the SinailLevindale

Plans for the fiscal year ending June 30, 20]6, The accumulated benefit obligation is $169>323 and

$158,145 at Tune 30, 2015 and 201q~, respectively.
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Net periodic pension expense for the years ended June 30, 2015 and 2014 was as follows;

2015

Service cost
Interest cost
Expected return on plan assets
Amortization of net loss
Amortization of prior service cost

Net periodic benefit cost

$ 7,490
7,369

(10,982)
1,149

89

$ 5,115

2014

6,769
7,138
(9,413)
2,042

89

6,625

The estimated net actuarial loss and prior service cost to be amortized from unrestricted net assets into

net periodic pension benefit cost over the next fiscal year are $2,383 and $43, respectively,

Actuarial assumptions used were as follows;

2015 2014

Assumptions used to datern~ine annual pension expense;
Discount rate A~.40% 4,70%

Expected return on plan assets 7,25 7,50

Rate of compensation increase 2,50 2,50

Assumptions psed to determine end-of-year liabilities;
Discount rate 4.47% A~,40%

Expected return an plan asses 7.00 7,25

Rate of compensation increase 2,50 2,50

Plan asset allocation;
Asset category:
Cash and cash equivalents 2,00% 1,00%

Fixed income/debt securities 25,00 24.Q0

Equity securities 48,00 SO,QO

Alternative investments ~ 25,Q0 25,00

Total 100,00% 100,00%

In selecting the expected long-term rata on asset assumption, Sinai and Levindale considered the

average rate of ea~•nings on the funds invested or to be invested to provide for the benefits of these
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plans, This included considering the SinailLevindale Plans' asset allocation and the expected returns

likely to be earned over the life of the plans:

Target

Target allocation on assets;
Equity securities 45%

Alternative investments 3Q
Fixed income/debt securities 25

Following are the expected benefit payments to be disbursed from plan assets;

Yea~•s ending June 30;
2016 $ 9,360
2017 10,997
2018 11,168
2019 11,418
2020 11,82p
Thereafter 63,114

'the fair values of assets of the Sinai/I,evindale Plans held by PNC Institutional Investments by level

at Jung 3Q, 201 S were as follows;

Pension benefits —plan assets

Level l Levet 2 Leve13 Total

Assets;
Cash and cash. equivalents $ 5,411 — -- S,A~I 1

Mutual funds 53,314 — — 53,31~F

Fixed income ----~ 6,140 --- 6,140 .

Equity securities 57,330 --- — 57,330

Alternative investments -- --- 36,462 36,462

Total assets $ ] l6,~5S 6,14Q 36,462 158,67
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The fair values of assets of the Sinai/Levindale Plans held by PNC Institutional Investments by level

at Jung 30, 2014 were as follows:

Pension benefits —plan assets

Leven Level2 Leve13 Total

Assets:
Cash and cash equivalents $ 5,1}6 — — 5,146

Mutual funds 56,Q73 — — 56,073

Fixed income — 5,157 — S,157

Equity securities 56,677 — — 56,6'77

Alternative investments — ~-- 34,015 3~,O1S

Total assets $ 117,896 5,157 3A,015 157,068

~'or the years ended Tune 30, 2015 and 2p14, there were no significant transfers into or out of Lev
els 1,

2, or 3,

Changes to the fair values based on the Level 3 inputs are summarized as follows;

Total

Balance as of June 30, 2014 $ 34,015

Additions:
Contributions/purchases 1,171

Disbursements:
Withdrawals/sales (1,463)

Net change in value 2,339

Balance as of June 30, 201 S $ 36,462

The following table summarizes redemption terms for the hedge fund-of-funds vehicles held 
as of

Juno 30, 201 S;

Fund 1 Fund 2 Fund 3 Fund 4 Fund S

Redemption timing;
Redemption frequency Quarterly Quarterly Quarterly Annually Monthly

Required notice 33 days 65 days G~ days 45 days 30 days

Audit reserve;
Percentage held bacic for

aUalt C8S01'Ve ~~°/n $°/n ~Q°/n ^% —0/n
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(b) Carroll Plan

CCHS sponsors a Defined Benefit Cash Balance Flan (the Cari~oll Plan) covering employees of Ca~xoll,

CCMS, and Carrol] Foundation, CCHS's funding policy is to make cotttributions to the Carroll Plan

based on actuarially determined amounts necessary to provide assets sufficient to meat benefits to be

paid to plan participants and to meet the minimum funding requirements of the Employee Retirement

Income Security Act of 1974 and the Internal Revenue Code, plus such amounts as CCHS may

datei•mine to ba appropriate from time to time, Under the cash balance plan structure, the benefits

under the Carroll Plan are determined based on employee tenure rather than age, CCHS elected to

freeze benefit accruals and participation in the Carroll Plan on December 37, 2006,

The information below includes the activity of CCHS for the year ended Tune 30, 201So As discussed

in footnote 3, the statements of operations only includes the CCHS activity for the period Apri] 1, 2015

to dune 30, 2015.

The fallowing tables set forth the changes in the projected benefit obligation, the changes in the Carroll

Plan's assets, the Carroll Plan's funded status, the amounts recognized in the consolidated financial

statements, and the Carroll Plan's net periodic pension cost as of June 30, 2015;

Measurement date June 30, 2015

Change in projected benefit obligation;
Projected benefit obligation at July 1, 2Q14 $ 66,031

Interest cost 2,7SS
Actuarial loss 1,919
Benefits paid (2,207)

Projected benefit obligation at end of year 68,498

Change in plan assets;
fair value of plan assets at beginning of year 58.,548

Actual return on plan assets 1,190

Employer contribution 3;b00

Benefits paid (2,,207)

Fair value of plan assets at end of year 61,131

Funded status $ (7,367)

The accumulated benefit obligation for the Plan was $68,498 at Tune 30, 2015.
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Net periodic pension expense for the year ended June 30, 2p15 was as follows;

Components of net periodic pension
expense.

Interest cost $ 2,755
Expected return on plan assets (4,140)
Amortization of actuarial loss 1,484

Net periodic pension
expense $ 99

The estimated net actuarial loss and prior service cost to be amortized from unrestricted net assets into

net periodic pension benefit cost over the next fiscal year is $1,869,

Assumptions to determine the benefit obligation as of June 30, 2Q15 (the measurement date) were as

follows;

Discount rate 4.47%

Assumptions used in the datez~mination of net periodic pension expanse for the year ended June 3Q,

2Q15 were as follows.

Discount Bate 4,25%
Expected long-term rate of xeturn on

plan assets 7,00

Deferred pension costs, which have nofi yet been recognized in periodic pension expanse but are

accrued in unrestricted net assets, are $24,7~F2 at June 30, 2015. Deferred pension costs represent

unrecognized actuariallosses or unexpected changes in the projected benefit obligation and plan assets

aver time primarily due to changes in assumed discount rates and investment experience, The amount

of deferred pension costs expected to be recognized as a component of net periodic pension costs

during the year ended Tuna 30, 2016 is $SS9,

CCHS's weighted average asset allocations for the plan assets as of June 30, 2015 wire as follows;

Mutual funds and equity securities 30,0%
Government and corporate bonds X5,0

Alternative investments 18.0
Cash and cash equivalents 7,0

100.0%

Pension plan assets are invested in accordance with the CCHS's investment policy statement

objectives in an attempt to maximize return with reasonable and prudent levels of risk, This structure
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includes various assets classes, investment management styles, asset allocation, and acceptable ranges

that, in total, are expected to produce a sufficient level of overall diversification and total investment

return over the long term, CCHS periodically reviews performance to test progress toward attainment

of longer term targets, to compare results with appropriate indices and peer groups, and to assess

overall investment risk levels.

The following table presents the Plan's assets measured at fair value at June 30, 20l 5;

Pension benefits —plan assets

Assets;
Cash and cash e9uivalents $ 4,205 — — 4,205

Mutual funds 34,102 — — 34,102

Fixed income — 12,199 — 12,199

equity SacuriNes — ~ — — —

Alternative investments — — 10,625 10,625

Total assets $ 38,307 12,199 10,625 61,131
~—

During fiscal year 2015, Level 3 investments within the pension plan assets decreased by $78, This

decrease was the result of purchases of $0, redemptions of $447 and gain fln earnings in investments

of $369, There were na significant transfers between Levels 1, 2 and 3 during the years ended June 30,

2015 and 2014,

CCHS follows ASU No, 2009-12, and applied its provisions to iCs pension plan asset portfolio, The

guidance amends ASC Topic 820 and permits, as a practical expedient, fair value of investments within

its scope to be estimated using net asset value (NAV) or its equivalent. The alternative investments

classified within Level 3 of the fair value hierarchy have been recorded using NAV,

The Carroll Plan invests in alternative investments which are primarily hedge fund of funds and real

estate funds.

For the alternative inveskments, redemption requests can' be made either quarterly ox annually. The

notice required in order to make a redemption is within a range of 6S to 100 days, The audit reserve

requirements are 10% for each fund. There are generally no gate provisions with the exception of one

fund which has a gate of 25% of net asset value (NAV).

CCHS expects to contribute $3,60Q to the Ca~-rol] Plan in 2016,

32 (Continued)



LIFEBRIDGE HEALTT~, INC. AND SUBSTDIARI~S

Notes to Consolidated Financial Statements

June 30, 2015 and 2014

(Dollars in thousands)

The fallowing benefit payments, which reflect future services, as appropriate, are expected to be paid

from-the Plan's assets during the years ending Tune 30.

2016 $ 2,587
2017 2,684

2018 2,817
2Q 19 2,992

2020 3,212

2021-2025 18,b60

$ 32,952

CCHS expensed total employee contributions of $290 for the three months April-7une 20l 5.

(c) Contributory Plans

Northwest has a qua]ified noncontributory defined-contribution pension plan (the NW Plan) covering

substantially all employees who work at least 1,000 hours per year, who have completed two years of

continuous sexvice as of the beginning of the plan year, and who have attained the age of 21 as of the

beginning of the plan year, Participants in the NW Plan are l00% vested, Northwest makes annual

contributions to the NW Plan equivalent to 1.5% of the participants' salaries for employees who have

been in the NW Plan from l to S yeaxs, 4.0% for those in the plan from 6 to 19 years, and 6,5%

thereafter, It is Northwest's policy to fund plan costs as they accrue, Plan expense was approximately

$2,794 and $2,236 fox the years ended June ~Q, 2p15 and 2Q1G~, respectively, and is included in salaries

and employee benefits in the accompanying consolidated statements of operations,

Certain T.ifaBridge entities have supplemental 403(b) retirement plans for eligible employees, The

entities may elect to match varying percentages of an employee's contribution up to a certain

percentage of the employee's annual salary, The associated expense was approximately $A~,774 and

$4,687 for the years ended June 30, 2p15 and 2014, respectively, and is included in salaries and

employee benefits in the accompanying consolidated statements of operations,

Certain companies under Community Physicians and Investments maintain adefined-contribution

plan for employees meeting certain eligibility requirements, Eligible employees can also make

contributions, Under the plan, the ernplayer may elect to match a percentage of eligible employees'

contributions each year, The related expense was approximately $1,668 and $1,205 for the years ended

June 30, 2015 and 2014, respectively, and is included in salaries and employee benefits in the

accompanying consolidated statements of operations,

Certain LifeBridge entities maintain a nonqualified deferred compensation plan for lcey employees and

physicians. The Corporation establishes a separate deferral account on its books for each participant

for each plan year, In general, participants are entitled to receive the deferred funds upon their death,

attainment of the specified vesting date, or involuntary termination of their employment without cause,

whichever occurs first. The related expense was approximately $3,469 and $2,&36 for the years ended
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Tune 30, 2015 and 201 ,respectively, and is included in salaries and employee benefits in the

accompanying consolidated statements of operations,

(d) Postretirerne~zt Plan Other than Pension

Carroll sponsors a postretirement plan other than pension for employees, Carroll employees retired

from active employment at 65 yeaxs of age or older or at 55 years of age after earning at least 10 years

of vesting service are eligible for health and prescription drug benefits under Carroll's self-insured

health plan, Effective January 1, 2009, individuals are no longer permitted Co participate in this Plan

once they are Medicare eligible, Plan participants contribute premiums to the Plan in amounts

determined by Carroll for Pre-Medicare and post-Medicare age retirees, At Tuna 3Q, 2015, Carroll has

accrued a liability of $376 related to this Plan,

(12) Regulation and Reimbursement

The Corporation and other healthcare providers in Maryland are subject to certain inherent risks, including

the following:

• Dependence on revenues derived from reimbursement by the Federal Medicare and State Medicaid

programs;

• Regulation of hospital rates by the State of Maryland Health Services Cost Review Commission

(HSCRG);

• Government regulation, government budgetary constraints, and proposed legislative and regulatory

changes; and

• Lawsuits alleging malpractice and related claims,

Such inherent risks require the use of certain management estimates in the preparation of the Corporation's

consolidated financial statements, and it as reasonably possible that a change in such estimates may occur,

The Medicare and Medicaid programs represent a substantial portion of the Corporation's revenues, and the

Corporation's operations are subject to a variety of other fedexal, state, and local regulatory requirements.

Failure to maintain required regulatory. approvals and licenses and/or changes in such regulatory

requirements could have a significant adverse effect on the Corporation. Changes in federal and state

reimbursement funding mechanisms and related government budgetary constraints could have a significant

adverse effect on the Corporation,

The current rate of reimbursement for hospital services to patients under the Medicare and Medicaid

programs is based on an agreement between the Center for Medicaid and Medicare Services (CMS) and the

State of Maryland. This agreement is based upon a waiver from Medicare prospective payment system

reimbursement principles granted to the State of Maryland under Section 1814(b) of the Socia] Security Act.

in January 2014, CMS approved Maryland's new waiver for afive-year period beginning January 1, 2014

far inpatient and outpatient hospital services, The new waiver des hospital per capita revenue growth to the

state's historic economic growth rate of 3,58%a per annum and requires that Medicare spending per capita i
n
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Maryland not exceed the national average by more than 1%, Xt also requires Maryland to generate Medica
re

savings of $330 million over five years, The new waiver also imposes quality measures and en
courages

population health inanagemant,

(13) Related~Party Transactions

Land Leases

Sinai and I,evindale are constituent agencies of AJCF, a charitable corporation,

The legal title to substantially all land, land improvements, buildings, and fixed equipment included
 in

Sinai's and L,evindale's operating property is held by~an affiliate of AJCF, Sinai and Levindale
 have entered

into leases with the AJGF affiliate with respect to these assets, The leases allow Sinai and Lavi
ndale to

conduct their business on the property as currently conducted. Rent under each lease is $1,00 
per year, The

]eases may not be tezminated before December 31, 2050,

Other

In addition to zts arrangement with A7C~', Sinai receives services from Gartain other constituent ag
encies of

AJCF,

(14) Income Taxes

At June 3Q, 2015, Investments has approximately $54,912 in net operating loss carryfarwax
ds for income tax

purposes, The net operating loss carryforwards for tax purposes axe available to reduce futur
e taxable income

and expire in varying pexiods through 2035,

The net operating loss carryfar~wards created a federal net deferred tax asset of approxi
mately $18,670 and

$20,915 as of June 30, 2015 and 2014, respectively, and a state deferred tax asset of approxim
ately $2,996

and $3,349 as of June 30, 2015 and 2014, respectively, Management has determined that it i
s more likely

than not that Investments will not be able to utilize the deferred tax assets; therefore,
 a full valuation

allowance was recorded against the net deferred assets as of June 3Q, ZQ15 and 2014.

At Tune 30, 2015, CCHS has approximately $56,534 of net operating loss can'yforwards, prima
rily at CCMS,

that will expire through 2033, The net operating loss carryfoxwards cxaated a net defe
rred tax asset of

approximately $24,801 and $19,042 as of June 30, 2015 and 2014, respectively, Management ha
s determined

that it is more likely than not that CCHS will not be able to utilize the deferred tax assets
; therefore, a full

valuation allowance has been recorded against the deferred t~ asset as of June 30, 2015 and 20
14, It has not

yet been determined if the CCHS operating losses are subject to usage limiCations under
 certain Internal

Revenue Cade provisions,
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(15) Other Long~Term Liabilities

Other long-term liabilities at June 30, 201 S and 2Q14 are as follows;

2015 2014

ProfessianaUgeneral liability (note 16(a))
Pension liability
Medical office building
Asset retirement obligation
Deferred compensation
Otli~r

$ 51,924
34,894
34,256
3,260
x,864
1,658

$ 130,856

51,959
17,719
21,257
3,260
A~>959
993

100,147

At June 30, 2015, there was $12,121 included in other current liabilities related to professional liabilities,

(lb) Self-Insurance Programs

(cr} Professional/General Liability

The Corporation is self-insured, thxough LifeBridge insurance and Cen-Mar, far most medical

malpractice and general liability claims arising out of the operations of T.,ifeBridge and its subsidiaries,

Estimated liabilities have been recorded for both reported and incurred but not reported claims,

LifeBridga Insurance and Cen-Max purchase reinsurance coverage from other carriers to cover their

liabilities in excess of various retentions. The amounts that I.ifeBridge subsidiaries must transfer to

LifeBridge Insurance and Cen-Mar to fund medical malpractice and general liability claims are

actuarially determined and are sufficient to cover expected liabilities, Management's estimate of the

liability for medical malpractice and general liability claims, including incurred but not reported

claims, is principally based on actuarial estimates performed by an independent third-party actuary,

Professional liability coverage for certain employed physicians is provided by commercial insurance

carriers.

(b) Workers' Compensation

Sinai, Northwest, Levindale, LAA, and CCMS and. its .subsidiaries are insured for warlcers'

compensation liability through a combination of self-insurance and excess insurance, Losses for

asserted and unasserted claims are accrued based on estimates derived from past experiences, as well

as other considerations including the nature of each claim or incident, relevant trend factors, and

estimates of incurred but not reported amounts,

Legacy L,ifeBridge has accrued a liability for,icnown and incurred but not reported claims of $5,905

and $6,439 at June 30, 2015 and 2014, respectively, and CCHS has accrued a liability for known and

incurred but not reported claims of $994 as of June 30, 2015, These amounts are included in accounts

payable and accrued liabilities in the accompanying consolidated balance sheets. Management believes
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these accruals are is adequate to provide for all workers' compensation claims that have been incurred

through June 30, 2015,

All other entities have occurrence~based commercial insurance coverage, There are na mater
ial

insurance recoveries related to workers' compensation as of Tune 3Q, 2015,

Legacy LifeBridge and CCHS maintain stop-loss policies on warlcers' compensation claims, I..
egacy

LifeBz•idge is insured for individual claims exceeding $450, CCHS is insured for individua
l claims

exceeding $50Q,

(c) Health Insurance

T..egacy LifeBridge and CCHS are self-insured for employee health claims, Legacy LifeBr
idge has

accrued a liability of $2,167 and $2,17& at June 30, 2015 and 2Q14, respectively, fo
r known claims

and incurred bur not reported claims, and CCHS has accrued a liability of $1,35Q at June 
~0, 2015 for

known and incurred but not reported claims, These amounts are included in accounts payable
 and

accrued liabilities in the accompanying consolidated balance sheets,

CCHS maintains estop-loss policy an health insurance claims, CCHS is insured for individu
al claims

exceeding $350,

(17) Concentrations of Credit Risk

The Corporation grants credit without collateral to its patients, mast of whom are local residents a
nd are

insured under third-party payox agreements. The mix of receivables from patients and thixd-part
y payors at

June 30, 2Q1S and 2014 is as follows;

2015

Medicare
Medicaid
B1ueCross
Commercial and other
Self-pay

27%
10
13
40
~ n

l OQ%

Zm a

29%
10
12
40
9

100%
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The mix of net patient service revenue fox the Corporation for the years ended Tune 30, 20
] S and 2p14 is as

follows;

2fl15 2014

Medicare 41% 41°10

Medicaid 5 E

B1ueCross lq~ 1S

C~mmarcial and other 36 34

Self-pay 4 4

100% 100%

(18} Commitments and Contingencies

(a) Litigation

T11e Corporation is subject to numerous laws and regulations of federal, state, and local 
governments,

The Corporation's compliance with these laws and regulations can be subject to periodic gove
rnmental

review and interpretation, which can result in regulatory action unknown or unass
erted at this time,

Management is aware of certain asserted and unasserted legal claims and regulatory m
atters arising in

the ordinary course of business. Aftex consultation with legal counsel, it is management's opini
on that

the ultimate resolution of these claims will not have a material adverse effect on 
the Corparation's

financial position.

(b) Letters of Credit

M&T Bank has established an open letter of credit for Sinai of $211 (which has not been dxa
wn upon)

to guarantee Sinai's obligation for liabilities assumed as a member of a risk retention group
 during the

period 1988 to 1994, Additionally, M&T Bank has established a standby latter of credit o
f $2,384 to

serve as collateral as required by the Maryland Office of Unemployment Insuranc
e, M&T Bank has

established a standby letter of credit far Levindale oP $441 as required by the State
 of iVlaryland

Department of Labor, Licensing, and Regulation, M&T Banlc has established a standby letter 
of credit

for LifeBridge Health &Fitness of $200 as required by the State of Maryland Office of the Attor
ney

General. M&T Bank has established a standby letter of credit of $52 to serve as collateral as required

by the City of Baltimore for the completion of certain construction work at Sinai.

(c) Contract Com~nitmends

Thexe are no material contract commitments outstanding at June 30, 2015,

(d) Operating Leases

The Corporation has entered into operating lease agreements for hospital equipment and 
office space,

which expire on various dares throagh year 2020. Total rental expense for the years ende
d June 30,
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2015 and 2014 for all operating leases was approximately $21,540 and $14,7b1, respectively,
 Future

minimum lease payments under all noncancelable operating leases are as follaws;

Years ending June 30;
2016 $ 18,467

2017 16,698

2018 15,185

2019 14,A~39

2020 13,436

Thereafter 13,937

$ 92,162
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(19) Noncontrolling Interest

The reconciliation of a noncontrolling interest reported in unrestricted net assets is as follows;

LifeBridge
Health, Inc,

Balance at June 30, 2013

Operating income
Nanoperating income

Excess of revenues over
expenses

Change in funded sCatus of pension Qlan
Net assets xeleased for purchase

of property and equipment
Other

Change in net assets

Balance at Tune 30, 2014

Operating income
Nonoperating income

Excess of revenues over
expenses

CCHS acquisition
Change in funded status of pension plan
Nat assets released for purchase

of property and equipment
Other

Change in net assets

Balance at June 30, 2Q15

$ 563,128

3],135
53,701

84,836

7,623

5,202
181

97,842

660,970

50,276
14,746

65,022

130,388
(16,548)

5,347
(272)

183,937

$ &44,907

Noncontrolling
interest

(310)

l]&

118

118

(192)

470

470

3,64A~

4,114

3,922

Unrestricted
net assets

562,818

31,253
53,701

8A~,954

7, 623

S, 202
181

97,960

660,778

50,746
14,746

65,492

] 34,032
(16,58)

5,347
{272)

188,051

848, 829

(2Q) Functional Expenses

The Corporation provides general healthcare services to patients, Expenses for Che years ended June 3p, 2015

and 201~F related to providing these services are as follows;

2015 ZQ14

Healthcare services $ 875,650 793,87}

General and administrative 286,733 2S2,6S8

$ 1,162,383 1,06,532
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(21) Fair Value of Financial Instruments

The fallowing methods and assumptions were used by Che Corporation in estimating the fair value of its

financial instruments;

(a) Assets and Liabilities

Cash. and ~asla equivalents, patient service receivables, other receivables, ti~ive~itoty, prepaid expenses,

pledges receivable, accounts pa~~abde and accrued liabilities, advances to tltiird-par~t~~ payors, and

other current liccbidities—The carrying amounts reported in the consolidated balance sheet approximate

the related fair values,

Investments (donor-restricted, assets li~atiited as to arse, c~nd long-term), at~d be~ae fi:ciad interest in split

itzterest agreements —Fair values are based on quoted market prices of individual securities or

investments if available, or are estimated using quoted market prices for similar securities or

investment managers' best estimate of underlying fair value,

Investme~at in unconsolidated affiliates —Investments in unconsolidated affiliates are not readily

marketable, Therefore, it is not practicable to estimate their fair value and such investments are

recorded in accordance with the equity method or at cost,

(b) Lorig-Term Debt

The Series 20Q8 MHHEFA Bonds bear interest at fixed rates and had a fair value of $273,529 and

$276,718 at June 30, 2015 and 2014, respectively. The fair market value of the fixed rate Series 2011

MHHEFA Bonds was $SS,110 and $55,387 as of June 30, 2015 and 201 , respectively, Thefair market

value of the variable rate Series 2006 MHHEFA Bonds was $35,582 as of Juno 30, 2015, '~'ha fair

maritet value of the fixed rate Series 2Q12A MHHEFA Bonds was $60,2 }4 as of Tune 30, 20:5,

The fair value of other long-term debt, mortgage payable, and bank loans payable approximates its

carrying value.

The fair value of the Corporation's long-term MHHEFA debt is measured using quoted offexed~side

prices when quoted market prices are available, If quoted ma~•lcet prices are not available, the fair value

is determined by discounting the future cash flows of each instrument at rates that reflect, ampng other

things, market interest rates and the Corporation's credit standing, Tn determining an appropriate

spread to reflect its cxedit standing, the Corporation considers credit default swap spreads, bond yields

of other long-term debt, and interest rates currently offered for similar debt instruments of comparable

maturities by the Corporation's bankers as well as other banks that regularly compete to provide

financing to the Corporation,
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(c) Fair Value Hierarchy

The following table presents asseCs that are measured at fair value on a recurring basis as of June 30,

2015;

Level i Level 2 Leve13 Total

Assets.
Cash and cash equivalents $ 76,755 — — 76,755

Equity securities and mutual
funds 318,878 — 31$,878

Treasury securiCies 14,627 — --- 14,627

Government securities — 21,206 — 21,206

F3xad income — 39,453 — 39,453

Beneficial interest in
split interest agreement — 4,628 — q,628

Total assets $ 410,260 65;287 — 475,547

The following table presents assets that are measured at fair value an a recurring basis as of June 30,

201 q-;

T.~evel 1 I,eve12 Levet 3 Tutal

Assets;
Cash and cash equivalents $ 18,087 — — 18,087

Equity securities and mutual
funds 259,371 — — 259,371

Treasury securities 12,33Q — — 12,330

Government securities — 8,037 — 8,037

Fixed income -- 23,053 --- '23,053

Beneficial interest in
split-interest agreement — A,633 --- 4,633

Total assets $ 289,788 35,723 — 325,511

See note 2(e) for information on investments of the Corporation that are treated under the equity

method and are not reported above,

For the years ended Tune 3Q, 2015 and 2014, there were no significant transfers into or out of Levels 1,

2, or 3,
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(22) Subsequent Events

Management evaluated all events and transactions that occurred after June 30, 2015 and through October 
26,

2015, The Corporation did not have any subsequent events during this period that were required to be

recognized or disclosed othex than those disclosed below.

On July 1, 2015, LifeBridge purchased the building that houses the fitness canter occupied by Lif
aBridge

Health and Fitness LLC, a subsidiary of Investments, and entered into an agreement to purchase a me
dical

office building in its service area, The cast of these acquisitionsrs approximately $2A,000 in the agg
regate,

On July 30, 2015, the Authority issued approximately $154,685 in bonds (Series 2015 Bonds) on 
behalf of

LifeBridge Health, The proceeds of the Series 2015 Bonds will be used to finance and refinance
 the cost of

construction, renovation, and equipping of certain additional facilities for the Obligated Group, 
to refund a

portion of the Series 2008 Bonds and the Authority's Carroll Issue, Series 2006 bonds, and rafir~ance
 the

portion of the Banlc of America Line of Credit that had been used to repay Carroll's loan from B
B&T Bank,

The remaining Bank of America line of credit was xepaid by the Corporation in 7uly,
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KPCN~ LLP
1 East Pfatt 5treel
Baltimore, MP 212g1-7128

July 8, 2015

LifeBridge ~-iealth, lnc,
24Q1 W. Belvedere Ave,
Baltimore, Maryland 21215

Maryland Health and ~-Tig~er Educational Facilities Authority
401 ~, Pratt Street
Suite 1224
~3altimore, Maryland 21202

Merrill Lynch, Pierce, Fenner &Smith Incorporated
One Bryant Park, 12'h Floar
New York, New York 10036

Ladies and Genttemen;

We have audited the consolidated balance sheets of T~ifeBridge Health, Inc. and Subsidiaries
(LifeBridge) and Carroll County Health Services Corporation (Carroll}, (ta~ethar, the

Corporation), as of June 3Q, 2014 and 2013, and the related consolidated statements of operations,

changes in net assets and cash flows far the years then ended which are included separately in
Appendix B-1 and B-2 to the Preliminary Official Statement, dated July 8, 2015, for the

~163,62S,000 Maryland Health and Higher Educational Facilities Authority Revenue Bonds,
Sariea 2015.

In conn.eotian with the Preliminary Official Statement:

1 , We are independent certified public accouzitants with respect to the Corporation under Rula
I Q l of the American Institute of Certified Public Accountants' Code of Arofessional Conduct,
and its interpretations and rulings.

2, We have not audited any financial statements of I~ifeBridge and Carroll as of any date ox any
period subsequent to June 34, 2014. Although we leave conducted an audit far the year ended
June 30, 2Q14, the purpose (and ~hexefore the scope) of the audit was to enable us to expxess
our opinion an the consolidated finanoial statements of LifeBzidge and Carroll, separately, as
of June 30, 2014 and for the year then. ended, but not on tt~a consolidated financial statements
of the Corporation fpr any interim period within that year ar any period thereafter, Therefore,

we axe unable to and do nit express any opinion on the unaudited consolidated balanoe sheets

as of March 31, 2015 and 2014, and the unaudited consolidated statements of operations and
changes in net assets and cash flows for the nine-month periods ended March 31, 2015 and
2014, included in the Preliminary Official Statement, oe on the financial position, results of

KPMG LI.P la a Delowa~e limbed Ilehlllly pailnarship,
the U 5 member Ilrm of KPMG Intenmflanal Cuupempve
1"KPMG intema0anei"1, u Swfss en11ry
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operations, ox cash flows of Life ridge and Carroll as of any date or for any period subsequent

to June 30, 2014.

3. At your request, we have read the availabte minutes of meetings of the Board of Directors,

Budget a~~d Finance Committee, Risk, Audit and Compliance Committee, Health Investment

Committee, and the k'inance and Treasury Committee as set forth in the minute books from

July 1, 2014 through 7uly 8, 201,5, afficiats of the Corporation having advised us that the

minutes of all such meetings were set forth therein,

~, With xespect to the nine-month periods ended March 31, 2415 and 201 , we }gave;

(i) Read the unaudited condensed consolidated financial utatements of I.ifeBridge and

Carroll (condensed in that the consolidated financial statements omit certain required

Foatnate disclosures as required by U, S, generally accepted accauntin~ principles) as of

'March 31, 2015 and 2014 and for the nine-month periods ended March 31, 2Q15 and

2014, furnished to us by the Corporation and included in Appendix A-1 of khe

Preliminary Official Statement and agreed the amounts contained therein with the

corresponding Corporation's accounting records as of March 31, 2015 and 2014, and

for the nine-month pei7ods then ended. We inquired of certain officials of I~ifaBridge

and Carroll who have responsibility fox financial and accounting matters whether the

unaudited cansaiidated financial statements are in conformity with U.S, generally

accepted accounting principles and applied on a basis substantially consistent with that

of the audited consolidated financial statements of LiFeBridge and Carrell included in

the Preliminary Official Stafament. Those officials stated that the unaudited condensed

consolidated financial statements are in confortriity with U.S, generally accepted

accounting principles and applied on a basis substantially consistent with that of the

audiked consoEidated financial statements ~f LifeBrid~e and Carroll included in the

Preliminary Official Statement aside from the exclusion of certain required disclosures.

S, With respect to the period frazn April 1, 2015 to May 31, 2015, we have.

{i) Read the unaudited condensed consolidated financial statements of the Carppration

(condaz~sed in that the consolidated financial statements omit the statement of cash

flows, statement of changes in net assets and alI required footnote disclosures as

required by U.S, generally accepted accounting principles) as of May 31, 201 S and 2014

and for the period from April ], 2015 to May 31, 2015 and 2014, furnished to us by the

Carppration, Officials of the Corporation' have advised us that np such finaz~eial

statements as of any data or £or any period subsequent to May 3 i, ZO1 S were available

and approved by the Finance Committee,
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(ii) Inquired of certain officials of khs Corparatiott who have responsibility for ftnancial and

accounting nnatters whether (1) the unaudited condensed con$olidated financial

statements referz~ed to in paragraph S(i) above are in conformity with U,S, generally

accepted accounting principles and applied on a basis substantially consistent with that

of the audited consolidated financial statements of the Corporation included in the

Preliminary Of&cial Statement (2) at May 31, 2015, there was an increase in total debt

or decrease in total assets ox net assets of the Corporation, as compared with amounts

shown on the March 31, 2015 unaudited condensed consolidated balance sheet of

Life~rid~e included in the Preliminary Official Statement, or (3) for the pet~iod from

April 1 to May 31, 2015, there was any decreases, as compared with the aon~esponding

period in the preceding year of ~,ifeBridge, in consolidated net operating revenues ar

excess of revenues over expenses,

{iii) Those officials stated that (1}the unaudited condensed consolidated financial statements

referred to in paragraph 5(i) above are in conformity with U.S, generally accepted

aceUunting principles and applied an a basis substantially consistent with that of the

audited consolidated financier statements of the Corporation included in the Preliminary

Official Statement. Additionally, effective April 1, 2015, the results of LifeBridge and

Carroll became consolidated. The fluctuations below compare May 31, 2015 and khe

activity for the period of Apxi1 1 to May 31 of the Corporation in 2015 Co L.ifeBridge

during the same period of 2014, which zs prior to the inclusion of Cai~rall's assets and

]iabilities, and results from operations, (2) at May 31, 2015, related to the Corporation

there was an increase in total debt of appraximataly $206.6 million, which management

of Lifefiridge states is relaked to the inclusion of Carroll aid the $100 million line of

credit. There was not a decrease in total assets or net assets as compared with the

respective amounts shown an the March 31, 2Q15 unaudited condensed consolidated

balance sheet of L,if~Bridge included in Appendix A-i to the Preliminary Official

Statement; (3) for the period from April 1 Co May 31, 2015, there was not a decrease, as

compared with the corresponding period in the preveding year, itt consolidated net

operating revenues, or in excess of revenues over expenses.

As mentioned in 5(i), officials of the Corporation have advised us that na financial statements

as of any pei7od subsequent to May 31, 2015 are available and has been presented to the

Finance Committee; accordingly, the procedures carried out by us with respect Co changes in

financial statement line items after May 31, 2015 have, of necessity, been even more limited

than those with respect to fhe peripd referred to in S(i) through 5(iii) above. We have inquired

of certain officials of the Corporation who have responsibility far financial and accounting

tnatt~rs whether (~) at July 8, 2015, them was az~ increase in total debt ar decrease in total

assets ar net assets of the Corporation, as compared with amounts shown on the Maroll 3l,

2015 unaudited condensed consolidated balance sheets of LifeBrid~e included in the

Preliminary Official Statement, or (2) fox the period from June X, 2015 to 3uly $, 2015, there
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was any decreases, as compared with the corresponding period in the preceding year, ire

consolidated net operating revenues or excess a~revenues over expenses.

(i) Those officials stated that based upon the information available (1) at July 8, 2015, there

was an increase in total debt of approximately $250,6 million, however, there was not a
decrease in total assets or neC assets as compared with the respective amounts shown on

the March ~l, 2015 unaudited condensed consolidated balance sheets o~ LifeBridge;
(2) for the period of Tune 1, 201 S through July 8, 201 S, there was not a decrease, as
compared with the corresponding period in the preceding year, in consolidated net

operating revenues ar excess of revenues over expenses for LifeBridge.

7. Our audits of the consolidated financial statements of khe LifeBridge and Carroll kor the
periods referred to in fhe introductory paragraph of this letter comprised audit tests and

procedures deemed necessary far the purpose of expressing an opinion on such ~naneial

statements of I,ifeBridge and Carroll, separately, taken as a whole. For none of the periods
referred fo therein, nor for any other period, did we perform audit tests for the purpose ~f

expressing an opinion on individual balances of accout:ts such as those enumerated above ar

attached, and, aocos~dingly, we express na opinion therein.

H, Far purposes of this letter, we have else read the items identified by the Corporation on the

attached selected pages of the Preliminary Official Skateznent and have performed the

fallowing procedures, which were applied as indicated ~rrith respect to the cymbals explained

below, Far the purposes of reporting our findings, in those instances in which one or bath of

the compared amounts and percentages were rounded Ca some degree, we have nevertheless

stated that we found the compared amounts and percentage to be in agreement, With respect
to the items idantitied, we make na comment as to the appropriateness of the Corporation's

determination to select those amounts to appear under the captions so presented, and +eve make

no comment as to the Gorparation's determination as to what constitutes the appropriate

presentation, disclosure, or explanation of such items, or their completeness or

appropriateness for purposes of the Preliminary Offrcial Statement. Also, we make no

comment as to the appropriateness or completeness of the Corpor'ation's determination of the

causes of the increases ar decreases in announks discussed in the Preliminary Official

Statement,

{v) Compared the dollar amount to the corresponding ars~ount ar combinations of amounts in
Cari'all and/ot~ [,ifeBridge's audited consolidated tinanaial statements as of and far the
years ended June 30, 2014 a~xd 2Q 13, and found such amounts to be in agreement,

(Ft) Recalculated based on amounts in Carroll and/or LifeBridga's aiiditad consolidated
financial stateznent~ as of acid for the years ended Jung 3Q, 201A~ aid 2013, and noted
no mathernatieal errors,
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(✓ x) Agreed the amount to a schedule pxepared by LifeBridge and/or Carroll, which was

derived from LifeBridge ar Carroll's general ledger or other accounting records and

found them to be in a~x'eement,

(C~x) Recalculated based an amounts in a schedule prepared by LifeBridge and/or Cal~rall,

which was derived from GifeBridge or Carroll's general ledger or other accounting

records, and noted no mathematical errors.

(✓✓) Compared the dollar amount to the corresponding amount in LiteBridge and Calroll's

unaudited condensed consolidated financial statements as of March 31, 20IS and fir the

nine month periods ended March 31, 2015 and 2014, which was derived from the

corresponding general ledger or other accounting records of GifeBrid~e and Carroll, and

found such amounts to he in agreement,

(Rxx) Recalculated based an amounts in khe LafaBridge and Carroll unaudited condensed

consolidated financial statements as of March 31 y 2015 and for the nine month periods

ended March 31, 2Q15 and 2014, which were derived from the canespandin~ getaeral

ledger ar other accounting records of LifeBridge and Carroll, and noted no mathematical

errors,

(~~) Agreed the annouttt to a schedule prepared by the Co~poxation, and found them to be

in agreement, However, we make no comment as to the reasonableness of the

planned debt transaotian or whether such transaction will take plane.

{̂ ) Footed

It should be understood that we have no res~pnsibility for establishing (and did not establish)

the scope and nature of tha procedures enumerated in paragraphs ~ through 8 above; raGhei°,

the procedures enumerated therein are those that the requesting party has asked us to perform.

Accprdingly, we snake no representations regarding questions of teal interpretation or

regarding the sufficiency for your purposes of the procedures enumerated in the preceding

paragraphs, Also, such procedures would not necessarily reveal any material misstatement of

the aniounts listed above as set Earth in the Preliminary Official Statement, Further, we have

addressed ourselves solely to the, foregoing data and make no representations regarding the

adequacy of disclosures or whether and material facts have been omitted, This letter relates to

the financial statement items specified above and does not extend to any tinanciat statements

of the Corporation taken as a whole,

10. The foregoing procedures do not constitute an audit conducted in accordance with auditing

standards generally accepted in the United States o£ America. Had wa perfaxmed additional

procedures or had we conducted an audit ox review in accordance with standards established
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by the American Institute of Certified Public Accountants, other matters might have came to

our attention that would have been reported to you.

11, Ttlese procedures should not be taken to supplant any additional inquiries ar procedures that

you would undertake in your consideration of the proposed offering,

12. This letter is solely Far your information and to assist you in your inquiries in connection with

the offering of the bonds covered by the Preliminary Official Statement, and is not to be used,

circulated, quoted, ar otherwise referred to for any other purpose, including bnt not limited to

the t~agistration, purchase or sale of securities, nor is it to be filed with or referred to in whole

or in part in the Preliminary Official Statement and it may be included in the closing document

ar any other document, except that reference may be made to it in any list of closing documents

pertaining C~ the gffering covered by the Preliminary Qf~cial Statement.

13, We have no responsibility to update this letter for events and circumstances occurring after

July 8, 2015,

Very truly yours,



FINANCIAL PERFp~2MANCE

The fallowing tables present summary combined statements of operations and balanoe sheets far

LifeBridge Health and its subsidiaries (including the results of entitles which are not members of the

Qbligatad Group; see "OTHER AFFILtAT~S AND RELATED ORGANIZATIONS NOT MEMBERS

4F THE UBL(GATED GROUP" above) for the fiscal years ended June 30, 2012, 2013 and 2014 (derived

from the audited financial statements oP LifeBridge Health and its subsidiaries, including the audited

financial statements for Carroll Nealth Services and its subsidiaries) and for the nine months ended March

3i, 2014 and 2015 (derived from the unaudited financial statements of LifeBridge Health and its

subsidiaries, which were prepared using generally accepted accounting principles and include ail

adjustments management cpnsiders necessary for s fair presentation of operations of L,ifeBridge Ftealtll),

This unaudited financial information for the nine-month period ended March 31, 2015 should not be

regarded as indicative of results for the fiscal year ended June 30, 2Q1S, These tables should be read in

conjunction with the unaudited consolidated financial statements of LifeBridge Health and its subsidiaries

(including unaudited consolidated financial statements of Garrali Health Services and its subsidiaries) For

the nine-month period ending Maroh 31, 2015 appearing in Appendix A-1 to this Official Slalement and

the audited consolidated financial statements of UfeBrid~e Health and its subsidiaries for the fiscal years

ending June 3p, 2013 ai7d 2014 (including the audited financial stake~rients fflr Carroll HeAlth Services and

its subsidiaries) appearing in Appendices B-1 and B-2 to khis Officisl Statement. T'he audits of LifeBridga

H~aith and its subsidiaries and of Carroll Health Services and its subsidiaries f'ar the Fecal year ended June

30, 2Q 14 have bean filed with the Nationally Recognized Municipal Securities InformatlonRepos►tories.

Combined St~temant of Qp~rutians and Change in Net Assets
(poliars in thouslnds)

Yunrx lsnd~d June 10,

za~z ~z  Zola
Qpernt3ng Revenues
Net pAdent service revenue $1,201,76p ~y~$1.2$2,9SQ~t 1.281J9b
Nit assets released From res4rictions used

for operations
~ ~ ~a~ ~ 3,SS~) ~ 3,951

Other operating revenue ~(1 ~{i ._,~.r,~A~? _Z.2 D5`?
TatAI opnratin~ revenues _1,?~&~,8_$2 =1,,~i~,±1~9&,̀ 1,3C~4.2~4.G

expenses
Salaries and ~mployac benefits
Supplies
Purchased services
Dcpreaintian and nmortiz~tian
Rvpnirs and maintcnnnce
Interest

Total onornting expenses

+~ 7Q1,(793
211.215
213'15U

7~I,7?~I
18.A2G
2ii.36S

~~ ~x7h

3 1,p89
n

~'727,iG9 ~.~'~ 7gl,lliQ

Operating gain (lass)

Other Income
lnvestmentinColne
Unreal(zed gains (lasses) an trAding
investmcols

Qther
Total other income

excess of Revenue over G~penses

217,338
2?U,J9b
77 ~9~1 ~
i ~1.27~i
2.3,,1)09

[.1,, _~A
~U.~7~

224, i GS
?1G,,{97

R0,17H
1h,91?
25.q(? ~

J 3~~. ~
A

38,293n

~~' 17,2x9 ~ 19,G 12 27, l S3
(I 1,3?2) ~ 20, l46 ~ 36,271

~1,2.dd4) „~ S.45Q ,~ 120_5_8]
~L517,~ _~~,212 6.1~

a n n
1 72 ~71t ~ll8..'~ ~ ~

~ A P

n-26

i~~u t~~idiitlt:t Ind~ci ~Ltiirctt 31
(Unaudited)

02 14 2015

v ~e  $95 I,&64 ~ 1,009,988

2,838 ~ 2,399
57,380 58,331

—L Q12 3Q2 _I~Q7.4,_,718
h r

553,67G
G7,086

1 GI,335
59,784
IA,0.4G

8.742

'~57G,C~01
175,803
1 S5, l 68

S6,&98
I4 x)37
1 6.517

n
29,013

P

'~ I7,89S
2G,~i4'1

~t37

A

n

A
~42,77~

ẁ ~' 1~J~~178

2 I~
5~23:~

n



Gambined Balance Sheef
(Dollars in lliousnnds)

Assets
Current assets
Gash and cash equivalents
Tempcirarlly n:stricted InvesUnents
Assess ~vhosa use is limited, current portion
Poticnt servlec racsivahlss, net of allowance

for doubtild tucounts
Other rcaslvnblcs
InveNory
Arepnid expanses
Pledges recefvnbic, current portion

'('atal current assets

Gang•tem~ Invesnnents
Temporarily restricted assets
Ra(nsurancc R,Gcavcry ftacoivable
Assets whose use is Ifmleed, net of current portion
Pledges receivable, net of current portion
UparRting property, act
Other insets

Uef~rred financing costs and other assets, net
o('nmartizntlon

Bene(tefal Interest in split interest agreement
Investments in ;iffilintes
Other Assets

Totnt assets

LlehiUtfcs find net nsseta
Current liabilities
Aocaunts payable and ~ecrued liabilities
Accrued salaries, wages and benefits
Advsmces fYam third•parly payers
Current part[an of tang-term debt and eupital

ic~se obligations
Other current liabilities

Talfll curront liabilities

Qther long-term liflbilities
i,ong-term debt end capita) lease obli~titiuns, net
oYcurrant ~octian

Net assols
Unresirialed
Temporarily restricted
P~rm~nently restricted

Total Iin~IHtfes And net assets

Ycnrs I ndcd Junc 3U, Nina M~nihs ended Much 3 t.
(Unaudited)

aoi~ zola zoia xoia Zois

v~ $194,720 t ~222,7U5 af6~ $247,855 V~ $21S,73G $268,20b
23.253 25,256 27,75 27,841 20,975
29,316 23,1 S 1 29, I $7 22,Ob5 23,733

1 38,252 149,474 151,76h IG0.,1~S1 160,126

S,S86 8,193 9,101 &,681 10,&fit
27,447 27,33Q 26,493 27,6)7 29,781
1 2,881 17,624 17,07 21,S9A 2Q,~148

RZ8 6,3Q~ 7.14$ 6.303
4 40,283 4&O,Q3G 516,3zt! 49~1,0~9 SQ4,867

~ n
v'`~` 381,25Q ~'~" 412,451

a
t~ AG1,896

n
450.28(

✓~
' 4G0,979

2,499 13,957 16,650 (8,704 20,b80
25,374 3U,IG3 19,770 37,490 20,853
58,02II 51,199 A6,642 51,541 ~I7,633
I S?bG 11,113 8,227 9,439 S,IOQ

G22,218 636,SG1 G30,503 62A,7Q2 631,372

4.564 4,399 4,207 4,465 Q,064

3,930 4,088 4,b33 x,953 x,489
6,750 &,937 22,4(6 19,550 2A,OSb
20.171. 15,210 23,383. 17,044 35.813

$1,58~.~
~
~ 4

~
~t~.7~.fi.~2

~
~1 w?~2

~ ~

eY~` $ 109,815 d'a~' $129, 13 I ' $ 1 17,04 ~'' $104,SS9 °~' ~ 104,744
61,860 6~,&QO 7G,A38 73,54 80,623
50,&pA A 1,472 A2,471 ~i1,171U A I.,R30

10, 558 10,441 12,4 70 10,+1'15 13,O~tz

1 (~2 1.263 9,53 S ~.,i ~G 329
234.17R~ 24~,1~n 258,71h 7.33,1I~ 2a'1,56~

J~ 201,252 "1d7,3~I5 '~' f32,S19 ' 1GB,Q3G d~' 1 41,474

473,QQ3 +1(i7,G(10 459,975 159,157 A56,177

599,827 7.f ~I.fiq~i &27,312 791,232 $77,247
S~,d19 S7,fifS 59,y~S 63,$71 GU,627
I S,b53 IS,'it;~ 15,83Q 15,818 15,816

~1. iQ,3~3 ~ ~.~~~ ~2~~
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MANAGEMENT'S DYSCTJSSION AND ANALYSIS QF QPERATIQNS

~+inancial Performance

Financial Residts for Fiscal Years 2012, 2013 and 201 ~l, (~ ✓K
ax

Talfll o i•1tin~ revenues for LifeBridge Health in fiscal yep 14 were ~I ~G~4 mlllioi an

increase of .~E°/a from the 'prior year's revenues and an increase of G,7°/a fl̀ ont 2412 revenues. The

majority of gftm5 were due to increased net physici~ revenue 030.8 million), sub-acute rev~nus ($6,0

million) and retail pharmacy ($4.7 million), ,jK

~~ "~.

Net afis ra 'c cd by operating activities far 1,ifeBri e Health was l05 m(iliai in 2014;

aamparad f 51la miili~ in 2Qt3, The decrease in cash pr~v loci by operating pct v t es rent 201 to

2014 was pr ntat•ily u~ to timing ~f payment of accounts ~n ~tsle, ~7ebt service aaverage fqr the

Obligated Group in fiscal years 2012, 2013 and 2014 4v~~• ,3x 4,~x and 4.8~ resp~ciive( niYc4 tine tlel~t

service eoverag~ for LifeBridge Nealth in fiscal years 20 f 2, 2U 13 and 2 ~i ~v~s ~4,~}~ 4,Sx and Q.9x,

JK r ~', 1 ,Operating gains for LifeBridge Health were ~ 38 mi loi in 201 1, ~~l milfini n 2 anci

,~:i l mlilioi7 in 2012, The increase in operating gains in 201 1 tivas ~~iiz~aril; due t4 klre new Maryland

rCIi1ll~ltf~senient system which resulted in fixed regulated revenue {~~ labl budget") and initiatives fo

reduce avoidable utilization, ~ lX J~
V

Nan-operating r~v~nu nsi. ~tg primt~r f itty results Fram I.if~C3rid~;c~ - Ith's ~~{

investment portfolios, were X61 million in 2014, compared f 'r!S ntiliSon in 2Q13 and a lass a ~7 million

in 2012. The loss in 2012 was primarily due to changes in fair value of an interest role hedge during l~~l

period by CHC, As ofApril 28, 2015, CNC is na longer a party to any in~est rate hedging arrangements.

C~ itai expenditures for LifeBridge Heaitli were '69 milUon in 2014, '88 million in 2013 and

'C101 million in 2012, and were funded by cash generated front operlting aativtics, E>ulanthropy and

borrowm~s,

Financial Results far rlte Nine Mo»(Its E~tded Marel7 31, 20l~ q~td 201 S. J J

Tat~l oparatin~ ra tz for C,iPeBrid~a I-I~tiltl~ ever ~I,U71 ntillian far the nine-month peripd

~nd~d M~jraM 31, 2,0.1 ~, t ,8% Inera~sa ~'rar~1 t17.~ trine-n~antl~ peric~cl Inc ~.c ~i~~h 31, 20i~, Tl~a increase

in avenue ~v~s prirriarily pie to the full year littplct of thy. Global Budget in fiscal year 2015 and

reductions in bad debts. ~ J

earnings from cap~:ratio»s C3i•I ~e htealth ~ver~ :fitl3 mlllla~ Pc7r the nine-month period ended

March ~ 1, 2015, compared to nillior for the ~iin~-moral i ~~er•in<I ei7ded March 31, 2014, Total

operating expenses increased by ~~ n~iUian driven primarily by the Population Flealth initiative and

physician alignment initiatives. "f'ltis ~ncre< ~. in expenses was more than offset by the increase in

operating revenue. ~,X J~ ~~

Net cash provided by operating activities f ~ 'cl>e -le~lfh ~vAs '~i7,t million for the nine- ~ J

mankh period ended March ~l, 2015, compared to X8,4 milllo~ for the nlne~niani ~ ~eriQd ei dtd.M4~rcl~ v

31, 201 , The incr~use in cash vas primarily due to an increase in c~ ~ating income Uf 1~.9 million,

Debt service coverage for the first nine mantles of fiscal year 2015 w~ ~ 5,56x,

Critical A.eeounking Policies t7`~'

The preparation of financial statements in conformity ~vilh accpunting principles generally

aec~pted in the United States req~iires the management of l,ifearidge Health ko mike estimates ftnd

assumptions that ~ffact the amounts reported in its consolidated fina~icial statements and the

acaainpanying notes, LifeBridge Health considers its critical accounting policies to be those that require
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Appraxim~teiy SQO service and maintenance etnployees of Sinai are represented by Service

Employees Internatianal Union 1 199, SEIU HealthcRre ("SEIU"), Sinai has reached agreement with SBfU

an a contract that extends thrau~h September 30, 2018, Management considers the relations wi
th the

employees of Sinai to be satisfactory.

Approxlmataly 23q service and inaintenanee employees of Levindale are represented by S~IU.

t,evindale's current contract with SB[U is effective through September 201b. Management considers the

relations r~~id~ the employees of Levindale to be satisfactory,

No employees of Northwest or GHC are represented ~y a tabor union, Management considers the

relations with the employees oFNorthwest and CHC to be satisfactory,

f PENSION ~'I,AN

Northwest has a qua i~ . noncontributory defined contribution pension plan covering ~ majority

of the emnloyeas of Narth~ est, inai and Levind~le have noncontributory defined benefit pension plans

covering ~ majority afi the m~alu ess of Sinai and Lavindale, Annual contributions to the pension plans

are made at a level equ~ to the tmciing requirements as determined by the oonsulting actuary for tl7e

pension plans. ~ of , the 30, ? 1Q, the Sinai and Levindale pensian plans were underfunded by

approximately $t'1,7 millio< <tncl s. of June 30, 2013, the Sinai and f~evindale pension plans were

underfunded by appi~oxhn~tely ,'28;~ it7iUiaii LifeBrid~a }-lealth monitors the returns for the pension

assets regularly in cansultation ~vif ~ t~oltiaries and remains committed to funding its pension obligations,

Por additional information regarding LifeBridge Healdl's pension plans, see Nots titled "Bmplay
ea

benefit Plans" in the audited consolidated financial statements of GifeBrid~e Health in Appendix B-1,

GHC sponsors a 403(b) defined contribution supplemental retirement plan, which has served as

CH's primary retirement pra~r~m since January I, 2p07. CNC also malnt~ins a defined benefit pension

flan, which has been frozen since .I€~nGi~ry I, ?,QQ7, TIil9 plcl(l: ~Ol~it~ei'Iy ogv~r~tl ~Ub~t~rttlttlly all ctf 4he

employes of CI-IC, Nted•~ervfces and tl~c Cl-IC Foundt~tic~». As df Jung ~0, 241 ,the funding sttit~ ~r

111e defined Uenefit flan rn~rket v{clue of assets divit3acl by present value of pine liabilities} ~v< 9°o Uased

an ~ ~iisctnirit r~~e of <4,25°/n ~1-1C's fundai7g policy is td ~nsjk~ the mi~~imtkr7i flnnu~l oantribuhn~t that is

required by ~ppllcn e regulttdc7ns, plus such amounts as._CHC i~it~y determine from time t~ time. GHG

made contribution' oi' '2.6 million, 5~3.:~G_«,iliian ~nt1 ~3.G mifiion respectively, in the fiscal years ended

,Dine 3Q, X412, 2 I ~ ~1c~ 20 I ~}.

CHC else offers employees apost-cetirem~nt benefit plan pravidit~g certain health and

prescription drug benefits, Since January 1, 2009, rztirees may only participate in this plan until 
they are

Medicare-eligible, In addition, certain key employees are eli~ible''far a supplemental retirement plan. Se
e

the notes tp the cansalidated financial statements of Garroli Health Services and subsidiaries included in

Appendix 6-2,

LIC~NS~S A1`1D ACCREDT.TATIt~1~iS

Sinai Hospital, Norti~west Hospital, Carroll Hospital tend Levindale Hospital are licensed by the

pepartment of Health and Mental Hygiene of the State of Maryland, The rehabilitation units
 at Sinai

Hospital and I,evindale I-Iospjtal also hold accreditallons from CARF, The Joint Commission surveye
d

Sinai Hospital and found it to meet the requirements for an acute care general hosp}tal as of
 January 17,

2Q15, The Joint Coil~missi4n surveyed Northwest Hospital and found it to meet the requirements for an

acute care general hospital as of February 23, 2013, The Joint Commission surveyed Carroll Hosp
ital and

found it to meet the requirements fir an acute care general hospjtal ~s of .tune 22, 201 ,The Joint

Commission surveyed Lavindale Hospik~l and found it to meek the requirements for the Hospital

Acereditatian Program, Lang Tei•~~ Care Accreditation PrUg~~am and Behavioral Health Care Accredita~io
n

Program as of February 1, 2013, The Joint Gommission accreditations and aertificatians cu
stomarily are

valid for a period of 3G months, CARF surveyed file Sinai Rehabilitation Cente~~ at Sinai H~spikal 
on April

1 1-12, 2013 and awarded aoareditatian to Sinai Hospital's inpatient Ur~tin injury, outpatient 
brain injury

and inpatient rehabilitation programs, ̀ 1'ha CARE accreditation for the rehaUilitation confer at Sinai
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Hospital expires in April 2016, GARF awarded accreditAtion to Lavindale Hospital's inpatient

raliabilitation, stroke specialty and brain injury program as ~f March 28, 2014. Tha GA(tF accreditation

for the Inpatient rehabilitation, stroke specialty and brain injury programs at Levindale Hospital expires in

March 2017,

In addition to the licenses s~ppllcabie to their hpspital aperati~ns, Levindale Hospital is currently

licensed through October 10, 2016 to operate X10 nursing home (comprehensive care} beds, and

Northwest Nospitll's subacute unit is licensed thratigh July 12, 2U 16 to operate 39 comprehensive care

beds.

INSURANCE

Lif~Bridge Health, Sinai, Narth~vcst, ~,evfndale, v aus c~tl~ r Li ' ~id~e Health subsidiaries and

certain of LifeBridge Health's ampl~yed and cantrnc d physicia is ars eo ' d for professional and

liability cizims through LifeBridge Insurance, I.ifeB ' be Ins~i~'ance ins full rasp~ns ' ity for claims up to

a specified Hmit, For professional liability c►r~lt , the limit f ;SS mi bars E~zr claim far v is arising in
Baltimore City (other than on 7e L~vindi campus) and ~~ f111II1011 psr claim for clniiT risin
elsewhere, with a maximum aP X30 mi tan per policy year. ~Qr beneral liability claims, the limit i, ~2
million per claim. LifeBrjdgs nsurance purchases reinsurance for claims above the sp~cifiad limits.
Certain other physicians and entities are insured through policies purchased directly from commercial
carrlars. l

J ~
Carroll Neallh Sarviaes, GHC and other Carroll t-fe~it ervices sut>si~i •' s are in ur~ed for

medical professional liability and general liabilit throu ii C ~ 1ar. Cen-Mar retains the ~1 mlllian
of exposure per olaim, up to a maximum ni ~3 t~7illlo Baer year. Cen-Mar purchases reinsurance Far
claims above these limits.

The premiums charged by LifeBridge insurance and Cen-Mar are set sa that those entities have
adaquafe resources to pay insured claims, as detehmined by an independent actuary, The adequacy of the
companies' reserves is revieFved twice annually, Management believes that I.,ifeBridge Health and its
subsidiaries are appropriately insured for ~enei~al and prafessivnal IiaUility claims,

LifeBridga Health carries property iiisurance e~•ln~ khe properties o~vned or I~ased by
LifeBridge Health and its subsidiaries, The atn~reitt ~i'a i•ty and casualty insuranoe aovarage limit for the
policies covering the hospital facilities is ~75~ nyill~on L1feRrid~;e Health purchases all other lines of
traditional commercial insurance including came, clireotor and officer, fiduciary, auto, helipad and
pollution. ]t also purchases "cyber" liability insurance, epvering losses and liabilities associated with loss
or theft of electronic data, including protected health information. f,imits and coverage on all lines of
insurance are reviewed. and updated annually,

Sinai, Nortl~~vest, Levindale and CNC are partially self insured for workers' compensation claims
and m&intain excess liability policies for losses in excess of the self-insured compa~ent,

LITIGATION

The nature of UifeRridge Health's businesses generates claims and litigation against Life[3ridge
Health and its afFliates arising in the ordinary course of their activities, At any liven time, LifeBridge
Health and its affiliates may have lawsuits pending against them based on alleged medical malpractice ar
other business activities.

In tl~e o~inian of management and counsel to [~ifeBrid~e 1-{ealth for the pa~~tiaular matter, there is
no litigation pending or tltre~tened against LifeBridge Health oc its affiliates, other titan claims far
malpraotice and general liability against which they are insured, that would materially affect the ability of
tl7e members of the Qb~igated group to meet their oUligations with respect to the Series 201 S fonds in the
event of an adverse result,
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GARROLI. COUNTY HEALTH SERVICES CORPQRATION
ACID SUBSIDtAR1C5

Gonsalidated Balance Sheets

March 31, 2Q15 and June 30, 201a

(!n thousands)

Assets

Current assets;
Cash and cash equivalents ~•
Short-term investments ,r
Current pardon of'assats limited as to use r'
Patient receivables, net of allowance for uncollecdbie of X10,424 in 2015

ni7d ~9,4fi8 n 2011
Outer reeeivAUles „~'
nvenloiy
prepaid expenses

Total current assets

Property and equipment, net
i,ong-term investments
t,ong•tcrm investments other
fnvesfineats in joint ventures
Assets limited as to use, less current portion
Other assets

Total assets

Li~bilitfes and Net Assets

Cucre~it liabilities;
Current porc(on of long-term debt
Current oUligzti~n under capital lease
Accounts payable and accrued expenses
Acnrued payro(I and related taxes
Deferred revenue
Advances from third-party payors

Total current liabilities

bang-term debt, Isss current portion
Long-term abligation under cap(tal tense, less current portion
Qther liabilities
Accrued pension a~~d postretiren7ent benefits

Total liabilities

Nat assets;
Unrestricted;
Unrestricted net assets
Nonaantrollin~ interest in consolidated subsidiaries

Total unrestricted net assets

Restricted:
Temporarily restricted
pern~nnently restricted

Total restricted net assets

T'ofal net assets

Total liabi{ities and net assets

zags
(unaudited) z01~1

$ 15,719 ~✓~ 28, 144 ✓
6,904 14,$QO

1 9,102 20,1b4

33,771 ~O,gqO
2,58q 2,542
4,681 4,028
8,175 6,378

~i,z3G ~oG,a96

182,92G t70,8bS
6l>,046 l~6,4S8
19,919 20,745
3,26Q 3,69G
27,091 21,252
17,763 14,737

$ 408,211 ~14~4,2~59.

5,682 5,717
997 SSS

28,962 31,420
I4,&87 12,057
624 1S3

fr,759 G,SOS

57,910 57,007

132,708 135,H63
7,682 S98
29,4n 1 24,964
5,220 7,808

1 58,S3S 162,023
4,879 A,51 1

G3,A 14 1 GG,53q

0,733 I0,20?
1,173 1,173

i 1,hUfi I i,37S

17S,32p

$ gU8,2A I 4

See accompanying notes to condensed consolidated financial statements,
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CATtR.O~L COUNT~1' HEALTH S~RVIC~S CORPORA'Y'YON

AND SUBSIDIARIES

Consolidated Statements of Operations

Nina months ended March 31, 2015 and 2014

(in thousands)

Unrestricted revenues, gains, and other support:
Patient service revenue (net of contractuals)

Less provisiAn for bad debts

Net patient service revenue

Other operating revenues
Net assets released from reskrictions used for operations

Total unrestricted revenues, gains, and other support

Expenses;
Salaries and wages
~mpl~yee benefits
Departmental supplies and expenses
Prof~ssionalfees
Purchased services
bepreciation and amo~~tization
Interest

Total expanses

Operating income

Qtl~er income (expense);
Investment income
Unrestricted gifts
Change in fair value of interest rate hedge, inalud{ng settlement

payments
Other, net

Excess of revenues over e,cpenses

Sae accompanying notes to condensed consolidated financial statements.

2015 201q
(unaudited) (unaudited)

$ ~~ 21 3.6 18 —~-2
S,~t8G 7,461

206,132 198, l82

15,942 16,860

222,Q74 215,042

95,570 91,IS7
16,768 15,768
38>794 37,280
2Q,808 17,527
30,223 29,972
14,447 13,980
~,~452 4,518

221,Q62 210,2Q2

t,012 4,844

1,725 7,413
1,250 741

(6,364) (486)
{~99) {698)

(3,076 I I,810

Q
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CARROLL COUNTY HEALTH SERVICES CQRPORATIQN
AND SUBSIDIARt~S

Consolidated Statements Uf Changes in Net Assets

Nine month ended March 3l, 2015 and year ended June 30, 2014

(In thousands)

{unaudited)

Temporarily PermaneiLtly

aalance at Juna 30, 2013

Exe~ss of revenues over expenses
Restricted gigs, bequests, and contributions
Ghan~e in unrealized ~ainsllosses ether thAn

trading securities
Net assets released from restrictions used

fnr capital expenditures
Nel assets released from restrictions used

for operations
Distributions tp noncontrollin~ owners
Contributions Pram noncontralling owners
Change in funded status oP pension plan and

postretirement

Changes in net assets

Balana~ at Jung a0, 241q

Excess of revenues aver expenses
Restricted gifts, bequests, and aontributians
Change in unrealized gains/losses other than

trading securities
Net assets released from restrictions used

for aapitai expenditures
Net assets released from restrictions used

for operations
I]istributions to nancontroiiing owners
Contributions From noncontrallin~ owners
Change in funded status of pension plan and

postretirament

Changes in net assts

Balance at Marah 3 I, 201 S

Unrestrlefed restricted restricted 'faful
net assets net assets net assets net assets

$ e/~ 151,$26 10,425 ~~~~ 1,173..
`~~

143,424

14,705 -- -- 1A,705
2,b l S ~-- 2,615

-- 192 — 192

~,O14 {3,014) --~ --

-~-~ (f6) --- (i6)
(1,730) ---~ -- (1,730)

30 --» --- 30

„~I1)~ ---~ {1,31 1)

1'4,708 (22a) - — 14,465

1 6G,53~1 I p,2p2 I,173 177,909

od X X3,076) ~ - __. .__ (3,07b}

— 1,227 — 1,227

--- 63 — 63

759 (759) --- —

(92S) _.. .._ (925)
12? ,._.. 122

531{3,~?0} -•-~ (2,5$9)

$ 163,4 I4 10,733 I ,173 175,320—'

Sea Aacompanyi»~ itiotes to condensed consolidated financial statements,

S
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CARROLt, CUl1N'fY flGAL1'H SERVICES CORPORA'T'ION
AND SUI3SIpIARiGS

Consolidated Statements of Cash claws

Nina months cndcd March 31, 2Q15 and 2Q14

(in Utousunds)

(u~nuditecl)

1015 2011

Cash (lows from operAtin~ activities;
Chpng~ in net assets
Adjustments to reconcile change in nal assets t~ nit cash pravfdcd 6y operating aclrvltias;
Depreciation and amortization
Provision for bid deUts
Chnngc: in Cunded status of pension plan and postretirement
equity in earnings ol'joint ventures and altemativc Investments
Lpss (gain) on disposition of property and equipment
Dislributinns In nonconlrolling interest holder
Contributions from non controlling interest holder
Restricted gills, bequests, and eonlributions
Change in net unrealized wins on imestmcnts
Rctdlzed gains on s11as of investments
Change in unrealized and realized lasses (gains) an derlvt~tive instnimenis
Chnngca in ~isscts and liabilities:

Putiont and other reccivabi~s
inventory
Prepaid c~penses
Other assets
Aceoui~ta payable, ncorued eepenses, neei'uad puytoll urld rol~ted ta~ccs, acid other

liabilities
Deferred revenue
Advances from lhlyd-party p~yars

Net cash provided by apemlin$ aGivities

Crash flaws from InvcsHng Hctivitics;
Purahnses of properly and equipment, act
Proccads from solo of propertq and equlpmenl
Investrnant in}ohrt ventures
Net purchases of imcstments
Net purchases (sales) oPasscts limited ns to use, nst
pistributions from joint ventures
Payment on derivative Instrument

Nit cash used in investing aativitics

Cash flows tram financing activities:
Proceeds from issuance of long-term debt
Payments an tang-farm debt
Payments on eflpilal tense obligation
Dislributians to nanconU•atling interr~t holder
Can~ributions From nonc~ntratling interest holder
Proceeds from reslrtcted sifts, bequests, and co~itributions

Net cash provided by financing ncliviNes

Nct derreasein cash and cash equivalents

Cash acrd et~slt equivnlonts, hebinnln~ of year

Cush and cash equivalents, end of'yeiir

SupplemeniEil cash flow inforntttii~ti;
(ntorest paid
Medical olTice building
Additions to property acid equlpmenl 1'ar ctipital leases and oAier abli$AGons

See accompanying notes to condensed cvnsofida~cd financial stntem~nts.

14,447 1 ,980
5,486' 7,AG1

(A88) (1,784)

92S 1,130
(122) {30)
(1,227) (1,953}
(9£37) (2,60.8)
(838) (2b5)
G,363 4R6

($,R59) (20f02)
(bS3) (152)
(2,097) (382)
(3,495) (l,~izb)

(3,7G3) (2,$3i)
A71 1,002
2S3 (727)

2.li27 +1,273

(17,816) (23,783)

(3G7) (IS8)
10,GAG (GO)
(4,714} (1.<I82)

1,219 747
(~79) (976)

(12,Qdi) (25,705)

— 19b
(3,240) (3,175)
(3S0) (385)
~~~zs~ cr,i~o)

127 30
1,2?7 1,953

(12,125} (23,943)

23,I~44 4I,I~6

15.719 I'i,233~

$ '✓ ~ 5,575~~~~ S,6 G ~
519 521

7,$7G 19fi
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~,T~'~BRTDGE ~~AT~T'~T, TNC, ANA SCJT3SIpIARS~GS

Cansalidated Balance Sheets

March 31, 2Q15 and ,Tune 3Q, 2014

{Dollars in thousands)

Assats

Current assets;
Cash and cash eq~~ivalents
Investments
Assets limited as t~ use, Current portion
Patient service receivables, net of nllowance For doubtful

acco~u~ts c~P~S(),5(}3 in 2015 i~nd ~35,OSS in 2Q1~

ether r~~~ivables ~~ ~,^

lnventgry '~
Prepaid expenses
Pledges receivable, current parlion

Total current assets

L.ong,tenn investments
Donor-restricted invesbi~ants
Reinsurance reepvery receivable
Assets lin~ile<! as to Disc, net pf current portion

Nled~~ti receivable, i~et t~f ourrent portion

Property siitei equipment, net /"

p~;('en~ecl ~iianein~ Gusts, net of accumulated amortization of X721

in 2015 and $63 in 2~ 1 ~
[~ena~cinl interest i s{~lit interest n~;r4ement

Investment In uncaps idate<! affifit~tes
Other asseks ,~'

Total assets

2015 2014

$ 252,4$7 ~~✓ 219,71 I ~✓
4,071 ~ 12,b75
7,021 1 1,873 j

126,3 55
8,278
25, t'QO
l 4,973
q,346

121,32~~
6,559
22,6b5
10,719
x,298

449,631

375,013
14,Q7 C
1 3,1 ~4
30,04$
2,?.Q3

4A8,~4~6

2,233
A,489
2Q,79b
27,551

~ 1,387,&6S

4Q9,~24

374,695
12,676
13,365
3~,I57
3,43

459,638

2,319
~,63~

18,720
1 G.939

2 (Continued)
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T,IP'~BRtnG~ HEALTI'•Y, TNC, AND SIJBSXDTA.ItI~S

Consolidated Balance Sheets

March 31, 2015 and June 30, 201

(l~pllars in thousands)

Y.,iabilitics and Nat Assets 2015 20]4

86,3&4 +~Current liabilities.
Accounts payable and accrued liabilities ~ 75,80 ~Jr

Accrued salaries, wages and benefits 65,736 G3,781

Advances Fram third-pa~~ty payors 35,072 35,966

Cun•ent portion aF long-term debt and capital lease obligations 6,36q 6,19$

Other current liabilities 1,679 9,382

201,711Total current liabilities 1$4,655

Qther loug-terns liabilities IOb,$53 100,1x7

Long-term debt and capital lease ohligaCfons, net of current potion 317,787 323,E lw

625,271,Totalliabilsties 609,25

Net assets:
Unrestricted 713,890 6G0,970

Noncantral(ing interest In consolidated subsidiaries (5'7) (192)

6G0,778Total unrestricted net assets 71x,833

Temporarily reskricted ~}9,89~ 49,7p3

Aermanently restricted 14,G43 14,G47

725,12&778, 70

1,35U,~4Q0Total liabilities and net assets ~ 1,3&7,6G5

Sec accompanying notes to consolidated financial statements.

3
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I,II~~~RTDGE HEALTH, INC, AND 5UT3SYT?TART~S

Cansolidaled Statements of Operations

Years ended March 31, 20tS and 2014

(Dollars in thousands)

2015 201A

Unr~strioted revenues, gains and other support;
Patient service revenue (net of contractual allowances and

$ °~~ $42,162 796,411discounts)
P~avision for bad debts 3~g,30G 42,709

I~et patient service revenue ~Q3,8S6 753,7Q2

Net assets released from r~striatians used For operations ?,399 2,838
Other operating revenue A2,~89 A0,720

'Total operating revenues 8~~,~~F~ 797,2b4

expenses:
Salaries and employee benefits 464,264 aQ6,951
Supplies 137,009 129,808
Purchased services 134,13 121,835
nepraaiation, amortization and gain/loss an sale of assets 42,451 A5,8~4

Repairs and maintenance 44,937 14,4b6

Interest l4,08S 14,224

Total expanses &OCr,~$3 773,R~8

Operating income 41,7b1 24,172

Qther income, nil',
Investment ii~eomc 17,71 S 14,965
Unrealized gains on trading investments (1 1,389) 22,164

Other 3,(~6 6

Total other ineon~e, net IO,02~ 37,135

Excess of revem~es ever expenses $ 51,783 61,307

Sec accompanying notes to consalidat~d financial statemenks,

n
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L1f%~,BRIDCG HEA4TTi, INC, AND $UBS[DIARI~S

Consolidated 5tatomcnts of Changes in Net Asscts

Years ended Juna 30, 2015 and 20tH

(Dollars in thousands}

Nat nssats at June ~0, 2013

Excess ofrevenucs Avcrcxpense&
Um~e~lized gain on investments
Net assets roleasad from restrPcdons used for the

purchase of property and equipmen4
Restriol~d gigs and bequests
Net assets released from restrictions used

for aperatiat~s
Nct change in value of beneficial interest in split

interest agreement
Adjustment to ~anslAn Ifabflity
Other

Unrestricted
Tempornrfly
restricted

Permanontly
restricted

Total
nc1 flssefs

$ +/ 562,818 A7,1~U IA,SgQ 624,SA8

84,9SA .-- -- &4,954

— 4,051 8 A,059

5,242 (5,202) --. -.-,
7,051 102 7,153

(3,932) (3) (3,935)

~--. 5aS -.- 5A5
7,G23 — --~ 7,b23

1 81 ,.. — 181

Change in net assets

T 

97,960 2,519 107 100,580

Nct assets at June ~0, 20)Q GGO,77$ g9,70~ 1A,647 725,128

~.xcess oFrevcnues oversxpensas ~~'~~~ S1,78S -- - ~~ S1,7S~

Llnrenlired gein on investments --- (6a8) (3) (6Q1)

Net ~asets released frmn restrictions used far the
purchaseal'propertyandequipmenl 1,12& (1,128) -, --

Rcstricted lifts and bequests --- 4,520 f 4,521

1~'e! assets released From restrictions used
I'or o~er~tions ,~- (2,472) (2) (2,A7A)

Net change in value of baireficiAl inlcrest in split
Intcrost Agreement —~ ~-- — --

Other 144 (91) 53

Change in net assets 53 Q55 191 (Q) 53,2A2

Net assets ak Mnrch ;11, 2015 $ 713,$3J 49,894 14,643 778,170

5ca aaaampnnying notes to consolidelad financial stetcinents.

S
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LIrEBTtrACG HCALTH, INC, ANU SUBSfD1ARi~S

Consolidatcd S~nteinants of Cash Flows

Years ended Mnrch 31, 2015 and 201A

(Dallurs in thousands)

Cash Flews from operating activities:
Change in net assetx
Adjustments io reconcile change in net assets ta nc( cash provided by operalin~

activities:
pcpreclatian and amoMizntion
Gain on disposal Ufaquipment
~nin an Sala oTCourtland Gardens
Provision f'ar bad dCbts
Roulized and unraaliaad gains an inweslments
Restricted gifis and hequeata
Change In 6eneecial Interest of split intaresl agreement
F.•;arnings pn invesimants in uneoasolidated affiliates
Change in operating assets and llabilitics:

I ncrcas~ in paticntser~~lec receivables, net
(increase) decreascin other receivables
UeCrease in pladKes receivsiUle
i nareus4 in i+iventory
l ncreeticin prepaid expenses
Decrease (increase) in reinsurance recovery receivable
Increase in other assets
Peereas0 in accounts payable and accrued liabilities, and accrued salaries,

wages, and benctits
(Decrease) Increase in fldvances from third-party payors
(Decrease) increase in other current and longterm liabifltics

Net cash provided by operating activities

Cash flows Pram investing nedvities;
Change in donor•resU~icted investments
Change in (ang-term invostmenls
Cht~nge in assets Nmiled as la use
Inveatmen4 inldistrlbudons from unconsolidated affiliates, net
Additions to apes^Ming property
I'roceedti frt~m fl7e Salc of prapei~ty
Acquisition ol'.physician practices

Net cash used in investing acti~~itiGs

Cash flews fram financing aa~ivities;
Payment nn debt and c~pilnl Icntie ~f~libatiana
Pr~aeads frnm issuance oPdebt
Restricted gif'1s and 6ayuasts

Net cash provided by financing activities

Nct ineroass in cash and cash equivalents

Cash and cash equlvalants;
Beginning of year

Lad oFyenr

Supplemental cash (lo~v disciasurca;
Cash paid during the year Por interest
Cash pn'Ic1 during the ycAr for income taxes
Accounts payable related to purchase of operutfng property

2015 2014

~̀~ 53,242 . . . 70.131

42,517 45,80
(bb) (A)

(3,409) --~
38,906 42,709

86 (34,956)
(4,521} (4,829)

I AA 13S
(2,&56) (1,028)

(g3,337) (0.3,821)
(1,719) (1,102)

1,183 654
(2,~i3S) (216)
(1,254) (3,58&)

B I (l,R96)
(3,420) (2,416)

(6,437) (14,A54)
~4}

(997) A,77(~

6A,314 54,298

(2,036) 277
(1,IS9) (3,67Q)
8,961 4, I OB
760 (IU,913)

(37,271) (26,565)
_.. 4
~-- ..~2~482)_ .

laQ,G8S) (38,641)

(5,485)
I I I

(S,S12)

a,az i b,629

(853) 1,317

32,776 16,97A

B1,S29

S ~~ 17,022 ~ 1'1,S d
12 70

z,l~s 2,I I3



'THE PRQJECT

The Project includes the facilities fin~.noed and refinanced with procesds of the Refunded

Bonds and the 2015 Projaet, The 2015 Project oonsists of the acquisitiion of a new genaratar and

uninter~~uptible powex supply at Sinai, renovations of certain of Sinai's inpatient units and its

pediatrics en~er~ency department area, operating room renovations and emergency departll~ent .

expansion at Nol-thwest, facility infrastructure and xenavation prajacts at CHC and the financing

and refinancing of various renovations, improvements, equipment, anal otlYer routine capital .

expenditures at Che Sinai, Northwest and CHC campuses.

The Obligated Group axpects to complete the 2Q1 S Project by October, 2017. Tha 201.5

Project constitutes Additional Facilities under t11e Rasalution and the I,aan Agreeme~lt.

HISTORICAL AND PRO FORMA DEBT SERVICE, CO'VERA,GE RATIOS

Tha fallowing table sets forth, far the Fiscal Years ended June ~0, 2012, 2013 and 2014,

historic and prn forma coverage pf Maximum► Annual Debt Service of Outstanding Long-Tartu
Indebtedness of the Qbti$ated Group, The pro forma ratios are based upon the assumption that
the Series 201 S Bonds and the Taxably I~aan Notes were issued, the Refunded F3onds and the
Line of Credit Note were deceased ar retzxed as described liersin a~1d the Affiliation had ocourred,
as of the first date of eaoh of the Fiscal Years shown below,

Fiscal Year Ended June 30,
($ in Thousands)

Adjustad unresri•icted revenues and gains in excess of c~cpenses,,,,.,,,,,,.
Add; uepreeiation, amortization and interestexpense,,,,,,,,,,,,,,,,,,,,,,,,,

Unrealized (gains)/losses on Hedging Transactions, ~,;,,,,,,,,,,,,,
Unrealized (gains)/losses an investments,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
Ot11er , ,, , , ,, ,,, ,,,,,,,,, , ,,,,, ~,,. , ,.,,.,,...,.,,,,.,,,,,,,,,, ,,,,

Net lnooma Available for Debt Sarvice,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

2012* 2013* 2Q14*
$25,76~~X $ 76,91'1fX $100,344~X

96,G~4S 96,919 ~5,61~}
A 1,) I l (6,231) K0~4
I 1,h5S {19,28) (35,05 )
I.IUS _(10, 21

Historical ll~aximum Anneal Debt Service ,,,,,,,,,, ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, $33,996'f~ $33,$57 ̀ rX $33,661 ~x

Hista~'1CC~~ CtJVEl~age Ratio ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 4.3Qx 4,38x 4,SQx

Pca Firma Maximum Annual DabC Service ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, $36,025 $36,025 $~6,Q2S

Pro Forma Coverage Ratio,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, , ,,,,, 4.06x 4.12x 4.49x

Source. The Obligated Group,
+Preliminary, subject to changa.

23 .



1TISTOTtICAL AND ~RU FORMA CAPITALIZATION R-A.TIOS

The fpllowing tabte sets forth the histax~cal and pro forma capitalization of the Obligated

Group as of June 30, 2014.:The pry fnrrna ratio far the Fiscal Year ended June 30, 2014 is based

upon the assumption that the Series 2015 ~3onds and the Taxable Lain Notes were issued, the

Refunded Bonds and the sine of credit Note were defeased or retired as described herein and the

Affiliation had accuzred, in each case on July 1, 2014.

Outstanding debt ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,;,,,,,,,,,,,,
U~trast~~icted net assets,,,,,,,,,,,,,,,,, ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
Total oapitalization,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
Debt Ca czpitalization retie,,,,,,,,,,,,,,,,,,,,,,,,,,~,,,,,,.,,.,,.,.

Suurec: The Obligated Group.
*Preliminary, subject to change.

Actual Pro Forma*
June 30, 2014 dune 3U, 201a

(~ in TUousands)
,~'i52Q,031 ~~( $fi31,87U ~x

~1.,~79~ ~1~_ ~Z
~~.~°/a~'X 44,1%R~(

REGULATORY ~NVZRONMENT

Maryland Health Care Corramisfiian

Under current law, a person or non-federal health care facility in the State of Maryland

may not develop, operate or participate in a covered health Dare prajecC unless the Maryland

Health Care Carnmission (the "Health Cary Commission") has issr~acl a Certificate of Need

("C;ON") for such project, the Health Gare Gommzssian is an independent commission

Functioning within the Maryland Depai~ment o£ Health and Mental Hygiene (the "State ~Iealth

Department"). Covered health care projects include, among other things, the cortstrttctic~n,

develpprnex~t or other establishment of a new health care facility, the relocation of a covered

health care facility to a new, non-contiguous site, certain changes in tl7e type or scope of health

care services offered in a covered health care faailiiy, certain changes in back capacity in a

covered health acre facility, certain health service-related obligations ar papital experuiittu~es by

or nn behalf a~ a health care facility and the offering of certain new institutional health services,

A CON is a written ceY~tification by the Health Cara Commission that the proposed health care

project is in the public need and is in acoot•daalce With applicable state law, A. CON, or

determination of exemption, is a prerequisite to obtaining a license ar certification to opet~ata a

haaith care facility or to offer certain health care services.

A CON is not regl~ited under existing law Por certain projects, including, among others;

(i) transfers or acq~riaitions of existing laealCh carp facilities i~ot involving changes in services or

bed capacity, (ii) the acquisition of, and xelated casts attributable fn, medical equipment, (iii)

business ox of~ee equipment not directly related to patient care, inehlding health care clinical

information systems, (iv) patient care related capii:al expenditures that do nit exceed a specified

eeview threshold, ourxently $11.75 m.illian for hospitals and ~S,8S million f~~~• other health care

facilities, it' the expenditures dp not involve the addition of new beds ax certain 1lealth care

services, (v) patient care rel~t~d capital expenditures far construction or renovation in excess o~

the current threshold of X11,75 million for hospitals, so long as the project does not rec~uirs a

Catal cumulative increase in patient oharges or hospital rates of more than $I,S million for the

capital costs associated with the project over the entire period or schedule of debt service as

- 24 .
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i
KPMG lLP
1 East Pratt Street
6altimore, MD 21202-1128

Independcnt Auditors' Report

The Board of Directprs
LifeBridge Health, Inc. and Subsidiaries.

We have audited the accompanying consolidated financial statements of L,ifeBridge Health, Inc. and

Subsidiaries (the Corporation), which comprise the consolidated balance sheets as of June 3Q, 2016 and

2015, and the related consolidated statements of operations, changes in net assets and cash flows for the

yeaj•s then ended, and the related notes to the consolidated financial statements,

Manngemerat's Respor2szbzlity for the FdnanciaC Statements

Management is t•esponsibla for the preparation and fair presentation of these consolidated financial

statements in accordance with U,S, generally accepted accounting principles; this responsibility includes the

desigi7, implementation, and maintenance of internal control relevant to the preparation and fair presentation

of consolidated fnancial statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibtldty

Our responsibility is to express an opinion on these consolidated financial statements based on our audits,

We conducted our audits in accordance with auditing standards generally accepted in the United States of

America. Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the consolidated financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

consolidated financial statements, The procedures selected depend on the auditors' judgment, including the

assessment of the risks of material misstatement of the consolidated financial statements, whethez~ due to

fraud or error•, 7n making those risk assessments, the auditor considers internal conCrol relevant to the entity's

preparation and fair presentation of the consolidated financial statements in order to design audit procedures

that are appropriate in the ciz•cumstances, but not for the purpose of expressing an opinion on the effectiveness

of the entity's internal control, Accordingly, we express no such opinion, An audit also includes evaluating

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates

made by management, as well as evaluating the overall presentation of the consolidated ~nanciaJ statements,

We believe that the audit evidence wa have obtained is sufficient and appropj•iate to provide a basis far our

audit opinion.

Opinzon

In our opinion, the consolidated financial statements refen~ed to above present fairly in all material respects,

the financial position of LifeBridge Health, Inc, and Subsidiaries as of June 30, 2016 and 201 S, and the

results of their operations, changes in their net assets and their cash flows for the years then ended in

accordance with U.S. generally accepted accounting principles.

KPMG LI.P Is a palaware Ilmllad Ilabllity parinerehip,
Iha U.6, member Iirm of KPMo Intemaflonal Cooperalive
("KPMO InlemaUonal~, a Swiss anlAy,
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Emplaaszs of Matter

As discussed in note 3 to the consolidated financial statements, tha Corporation acquired Carroll County

Health Services Corporation, Our opinion is not modified with respect to this matter,

Supplemental Infarm~ztion

Our audit was conducted for the purpose of forming an opinion on tl~e consolidated financial state~rients as

a whale. The supplementary information included in Schedules 1 and 2 is presented for purposes of

additional analysis and is not a required part of the consolidated financial statements, Such information is

the responsibility of management and was derived from and relates directly to the underlying accounting and

other records used to prepare the consolidated financial statements, The information has been subjected to

the auditing procedures applied in the audit of the consolidated financial statements and certain additional

procedures, including comparing and j•econciling such information directly to the underlying accounting and

other records used to prepare the consolidated financial statements or to the consolidated financial statements

themselves, and other additional procedures in accordance with auditing standards generally accepted in the

United States of America, In our opinion, the information is fairly stated in all material respects in relation

to the consolidated financial statements as a whale.

October 12, 2016



LIFEBRIDGE HEALTH, INC, AND SUBSIDIARIES

Consolidated Balance Sheets

June 30, 2016 and 2015

(Dollars in thousands)

Assets 2016 2015

Current assets;
Cash and cash equivalents $ 322,937 356,973

Investments 23,352 23,761

Assats limited as to use, current portion 67,660 30,565

Patient service receivables, net of allowance for doubtful
accounts of $62,213 in 2016 and $58,346 in 2015 141,651 142,212

Otherreceivablas 11,508 10,164

Inventory 31,S1A~ 24,4$2

Prepaid expenses 18,761 19,079

Pledges receivable, current portion 3,296 6,693

Total current assets 620,679 618,929

Board designated investments - 243,289 250,000

Lang-term investments 253,757 258,685

Donor-restricted investments 20,541 21,644

Reinsurance recovery receivable 15,694 15,935

Assets limited as to use, net of current portion 43,601 33,187

Pledges receivable, net of current portion 3,405 5,477

Property and equipment, net 629,477 595,1 A~3

Deferred financing costs, net of accumulated amortization of $1,077
in 2016 and X767 in 2Q1 S 4,137 4,073

Beneficial interest in split interest agreement 4,477 x-,628

Investment in unconsolidated affiliates 44,04Q 33,865

Other assets, net A~8, ] 42 43,082

Total assets $ 1,931,239 1,884,6A8
r--

3 (Continued)



LT~'EBRIDGE HEALTH, TNC, AND SUBSIDIARIES

Consolidated Balance Sheets

June 30, 2016 and 2015

(Dollars in thousands)

Liabilities and 1~'et Assets

Currenf liabilities;
Accounts payable and accrued liabilities
Accrued salaries, wages and benefits
Advances from third-party payors
Current portion of long-term debt and capital lease obligations
Other current iiabilities

Total current liabilities

Other long-term liabilities
Lang-term debt and capital lease obligations, net of current portion

Total liabilities

Net assets;
Unrestricted
Noncantrolling interest in consolidated subsidiaries

Total unrestricted net assets

Temporarily restricted
Permanently restricted

Total liabilities and net assets

See accompanying Hates to consolidated financial statements.

2016 2015

$ 119,225 117,874
80,361 80,534
X6,246 41,780
Y 2,921 14,711
16,871 14,4] 8

275,62q 269,317

167,009 130,856
564,SS9 558,170

1,007,192 958,33

849,676 8~~,907
5,099 3,922

$54,775 848,829

53,385 61,660
15,887 l 5,816

924,047 926,305

$ 1,931,239 1,884,648

4



LIFEBRTDGE HEALTH, TNC. AND SUBSIDIARIES

Carlsolidated Statements of Operations

Years ended Juna 30, 2016 and 2QI5

(Dollars in thousands)

2016 2015

Unrestricted revenues, gains and other support;
Patient service revenue (net of contractual allowances and

discounts)
Provision for bad debts

Net patient service revenue

Net assets released from restrictions used for operations
Ot11er operating revenue

Total operating revenues

Expenses;
Salaries and employee benefits
Supplies
Purchased services
Depreciation, amortization and gain/loss on sale of assets
Repairs ar~d maintenance
Interest

$ 1,435,810
56,982

1,378,828

3,537
95,060

1,477,425

795,094
253,599
254,21 l
75,699
20, 53 &
28,574

1,201,545
54,845

1,146,700

3,665
62,764

1,213,129

b62,338
I9S,387
20 l ,240
62.,957
l 9,774
20,687

Tote( expenses

Operating income

Other income, net;
Investment income
Unrealized losses on trading investments
Other

Total other (expense) income, net

Excess of revenues over expenses before lass on
refinancing of debt and inherent contribution

Lass on refinancing of debt

Excess of revenues over expenses before inherent
contribution

Inherent contribution — CCHS

Excess of revenues over expenses

See accompanying notes to consolidated financial statemenfs.

1,427,71 S

49,710

16,028
(22, 110)

~~a

(5,303)

4 ,407

(3,720)

1, l 62,3 83

50,746

21,1b1
(Ifl,97&)

x,563

14,76

6.5,92

40,687 6.5,92

13A,032

$ X0,6$7 199,524

5



T,T~EBRIDG~ HEALTH, CNC. AND SCJBSIDTARTES

Consolidated Statements of Changes in Net Assets

Years ended Tune 30, 201 b and 2015

(Dollars in thousands)

Net assets at June 30, 2014

Excess of revenues over expenses
Inherent contribution — CCHS
Unrealized loss an investments
Net assets re(easad from restrictions used for the

purchase of property and equipment
Restricted gifts and bequests
Net assets released from restrictions used

for operations
Net change in value of beneficial interest in split

interest agreement
Adjustment to pension liability
Other

Change in net assets

Nat assets at June 3Q, 2015

Excess of revenues over expenses
CJnrealized loss an investments
Net assets released from reshictions used far the

purchase of property and equipment
Restricted gifts and bequests
Net assets released from resh~ictions used
for operations

Net change in value of beneficial interest in split
interest ag~~eement

Adjustment to pension liability
Other

Change in net assets

Net assets at June 30, 2Q16

Temporarily Permanently Total
Unrestricted restricted' restricted net assets

$ 660,778 49,703 14,647 725,128

199,524 — — 199,52~F
— 1Q,733 1,173 11,906
— (370) (3) (373)

5,347 (5,347) — -
- 10,789 3 10,792

— (3,661) (4) (3,665)

— S — S
(16,548) — — (16,548)
(272) (192) — (464)

188,051 11,957 1,169 201,177

848,829 61,660 15,816 926,305

40,687 — — 40,687
— (1,842) (5) (1,847)

7,613 (7,613) — -
-- x},908 76 4>98~

— (3,537) — (3,537)

— (151) — (151)
01,513) — — (41,513)
(841) (40) — (881).

5,946 (8,275) 71 (2,25&)

$ 854,775 53,3$5 5,887 924,047

See accompanying notes to consolidated financial statements,

0



LIFEBTiTDGG HCALTH, [NC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Years ended June 30, 2016 and 2015

(Aollars in thousands)

201b 2015

Cash flows from operating activities.
Change in net assets $ X2,25$) 2o~~~ ~~
Adjustments to reconcile change in net assets to net cash provided by operating activities;
Depreciation and amortization 76,059 62,697
Loss (gain) on disposal of equipment (360) 260

Gain on sale of Courtland Gardens - (3,409)
Change in pension liability 41,513 16,548
Provision for bad debts Sb,982 54,815
Realized and unrealized gains an investments, net 17,593 (2,412)
Inherent contribution - CCHS - (145,938)
Restricted gifts and bequests (4,984) (10,789)

Change in beneficial interest of split interest agreement 151 S
8amings on investments in unconsolidated affiliates (3,277) (5,3 42)
Loss on refinancing of debt 3,72Q -
Change in operating assets and liabilities:

Increase in patient service receivables, net (56,421) (41,962)

Tncreaseinotherreceivablas (1,344) (1,021)
Decrease (increase) in pledges receivable 5,4b9 (4,x}38)

Increase in inventory (2,032) (2,136)
Decrease in prepaid expenses 318 115
Decrease (increase) in reinsurance recovery receivable 241 (2,570)
(Increase) decrease in other assets (S,b37) 5,877
Decrease in accounts payable and accrued liabilities, and accrued salaries, wages,

and benefits (7,481) (10,~}b2)
Increase (decrease) in advances from third-party payors 4,A 66 (944)
(Decrease) increase in other currant and long-term liabilities (2,907) 1,121

Net cash provided by operating activities 119,811 111,222

Cash flows from investing activities;
Change in donor-restricted investments 1,103 (8,96$)
Addition of cash from CCHS acquisition - 15,719
Change in current and long-term investments (3,698) (49,422)
Change in assets limited as to use (49,356) 28,098
Investment in/distributions &am unconsolidated affiliates, net {6,898) (b,5~}3)

Additions to operating property (101,221) (~4~,4b2)
Proceeds from the sale of property 360 31

Settlement ofswap - (13,998)
Acquisition of physician practices - (1,Q04)

Net cash used in investing activities (159,710) (t30,9~49)

Cash flows from ftnaucing activities;
Payment an debt and capital lease obligations (182,127) (53,800)

Proceeds from issuance of debt 183,006 150,000
Restricted gifts and bequests 4,98 10,789

Net cash provided by financing activities 5,863 .106,989

Net (decrease) increase in cash and cash equivalents (34,036) 137,262

Cash and cash equivalents:
$eginning of year 356,973 219,711

End of:year $ 322,937 356,973

Supplemental cash flow disclosures:
Cash paid during the year for interest $ 24,44A ] 9,412
Cash paid during the year for income taxes 52 ~'~
Accounts payable related to purchase of operating property 8,659 ] 1,210

See accompanying notes to consolidated financial statements,



LIFEBRIDGE HEALTH, INC. AND SUBSTDIARTES

Notes to Consolidated Financial Statements

June 30, 2016 and 2015

(Dollars in thousands)

(1) Organization

On October 1, 1998, Sinai Health System, Inc, merged with Northwest Health System, lna to t'orm

LifeBridge Health, Inc, (L,ifeBridge). Life ridge is a not-for-profit, nonstock Maryland corporation,

L,ifeBridge's subsidiaries include Sinai Hospital of Baltimore, Inc, (Sinai); Northwest Hospital Center, inc.

(Northwest); Levindale Hebrew Geriatric Center and Hospital, Inc, (Levindale); Children's Hospital of

Baltimore City, Inc,; The Baltimore newish Health Foundation, Tnc. (B1HF); The Baltimore Jewish Eldercare

Foundation, Inc, (BJEF'); Children's Hospita] at Sinai Foundation, Inc, (CHSF); LifeBridge Anesthesia

Associates, LLC (LAA); ~,ifeBridge Insurance Company, Ltd. (I,ifeBridge Insurance); LifeBridge

Investments, Ina (Investments); LifeBridge Health ACO, LGC; Li~eBridge Physician Network, I,I,C; &600

Liberty Raad, L,LC; and LifeBridge 23 Crossroads Dt•ive Medical Office Building, LLC. This g~~oup will be

referred to as Legacy LifeBridge. Except foi~ LifeBridge Insurance and Investments, all of the entities named

above are not-for-profit and tax-exempt. Sinai and Lavindale are constituent agencies of THE

ASSOCTAT~D; Jewish Community Federation of Baltimore, Tnc. (AJCF), a charitable corporation.

Effective April 1; 201 S, Carroll County Health Services Corporation (CCHS), the parent of Carroll Hospital

Center, Inc. (Carroll) and other related entities, became a subsidiary of LifeBridge. CCHS is further discussed

below and the acquisition of CCHS by LifeBridge is further discussed in note 3.

Ynvestmants is afor-profit corporation that holds, directly and indirectly, interests in a variety of for-profit

businesses, lnvestinents' wholly owned subsidiaries include;

• Practice Dynamics, Inc.

• LifeBr°r.dge Health and Fitness, LZ,C

• Sinai Elcler~sban~g Real Estate, LLC

• General Su~•ge~ y Specialists, LLC

• BW Primary Came, LLC

• LifeBf°idge Community Practices, LLC

• The Center• for Urologic Specialtaes, LLC

• LifeBridge Community Physicians, LLC (Con~naunity Physicial~s)

Investments also holds interests in numerous other_health-related businesses,

Corilmunity Physicians is afor-profit corporation that provides physician and related services through

numerous subsidiaries.

Courtland Gardens Nursing and Rehabilitation Canter, Inc, is a wholly owned subsidiary of Levindale. On

September 1, 2014, Levindale sold substaY~tially all of the assets of Courtland, except for cash and accounts

receivable, for $&,215.

g (Continued)



LIF~BRTDGE HEALTH, INC, AND SUBSIDIA1tIES

Notes to Consolidated Financial Statements

June 30, 2016 and 2015.

(Dollars in thousands)

CCHS is anot-for-profit, nonstocic Maryland Corporation. The accompanying consolidated financial

statements include the accounts of CCHS and it's wholly or partially owned subsidiaries,

Wholly owned direct and indirect subsidiaries of CCHS include:

Carroll Hospital Center, Inc (Carroll); Carroll Hospital Centar Foundation, inc, (Carroll Foundation); Garrolt

Hospice, Inc, (CH); Carroll Regional Cancer Center Physicians, LLC (CRCCP); and Carroll Hospital Center

MOB Investment, LI,C, Carroll also holds interests in various health-related companies.

Prior to Lune 30, 20l 6, Carroll awned Cen-Mar Assurance Company (Cen-Mar). Cen-Mar was merged into

LifeBridge Insuracne on Juna 30, 2016,

Carroll County Med-Services, Ina (CCMS) is a wholly owned, for-profit subsidiary of CCHS that is

involved in real estate holdings, physician services, and other activities, and also maintains ownership

interests in various joint ventures, Wholly owned direct and indirect subsidiaries of CCMS include; Carroll
Health Group, LLC; Carroll County CMO, LLC.; Carroll PHO, LLC;. and CarraJl ACO, T,LC,

(2) Significant Accaanting Policies

(a) Basis of Presentation

The consolidated financial statements ar~~ prepared on the accrual basis of accounting in accordance

with accounting principles generally accepted in the United States of America. All controlled and

direct member entities are consolidated, The accompanying consolidated financial statements include

the accounts of L,ifeBridge Health, Inc, and Subsidiaries (the Corporation), All entities where the

Corporation exercises significant influence, but does not have control, are accounted far under the
equity method, All other unconsolidated entities are accounted for• under the cost method. All

significant intercompany accounts and transactions have been eliminated.

(b) Cush anc~ Cash Equivalents

Cash equivalents include certain investments in highly liquid debt instruments with original maturities

of t}u•ee months or less at the date of purchase,

(c) Assets Lrrnzted as to Use

Assets limited as to use primarily consists of assets held by trustees under bond indenture agreements,

a self-insured workers' compensation reserve fund, and designated assets set aside by the Board of

Directors for future capital improvements, over which the Board retains control and may at its

discretion subsequently use for other purposes. A portion of the designated assets set aside by tl~e
Board of Directors are contractually designated.

(d) 1'nventory

[nventories, which consist primarily of medical supplies and pharmaceuticals, are stated at the lower
of cast (using the moving average cost method of valuation) or market,

(Continued)



LTFEBRIDGE HEALTH, INC, AND SUBSIDIARIES

Notes to Consolidated Financial Statements

June 30, 2016 and 2015

{Dollars in thousands)

(e) Cnvestments, l,o~~g-Tern 1'nvestmenis and Donor-Restricted Investments

The Corporation's investment poi~tfalio is considered a trading portfolio and is classified as current or

noncurrent assets based on management's intention as to use, All debt and equity securities are

reported in the consolidated balance sheets at fair value, principally based on quoted market prices.

The Corporation has investments in alternative investments, primarily funds of hedge funds, totaling

$] 38,838 and $146,923 at Tune 3Q, 2016 and 2015, respectively, These funds utilize various types of

debt and equity securities and derivative instruments in their investment strategies, Also included in

alternative investments are BJEF's and BJHF's funds that are invested on their behalf by the

Associated Jewish Charities (AJCI, an affiliate of AJCF. The underlying investments for these funds

include cash of $241, equities of $23,368, private equity of $2,987, fixed income of $4,013, inflation

hedging funds of $2, 60, and alternative investments of $15,60G. Altej•native investments era recorded

based on the Net Asset Value (NAV) of the shares in each investrnant company ar partnership,

Investments in unconsolidated affiliates are accounted for under the cost or equity method of

accounting as appropriate and are included in other assets and investment in unconsolidated affiliates,

respectively, in the consolidated balance sheets. The Corporation's equity income ar loss is recognized

in other operating revenue within the excess of revenue over expanses in the accompanying

consolidated statements of operations,

Investments also include assets restricted by donor, and assets designated by the Board of Directors

far ft~ture capital improvements and other purposes over which it retains control and may, at its

discretion, use for other purposes, Purchases and sales of securities are recorded on a trade-date basis,

Investment income (interest and dividends) including realized gains and losses on Investment sales is

repo~~ted as other income (expense) within the excess of revenues over expenses in the accompanying

consolidated statements of operations and changes in net assets unless the income or loss is i•est~•icted

by the donor or law, investment income on funds held in trust far self-insurance purposes is included

in other operating revenue, investment income and net gains (losses) that are restricted by the donor

era recorded as a component of changes in temporarily or permanently restricted net assets, in

accordance with donor-imposed restrictions, Realized gains and losses a~•e determined based on the

specific security's original purchase price, Unrealized gains and losses era included in other income,

net within the excess of revenue over expenses,

Accounting Standards Codiftcation (ASC) Topic 820, Fair Valise Measurements and Di,scCosu~~es,

establishes a fair value hierarchy that prioritizes the inputs to valuation technigaes used to rneasura

fair value, The hierarchy gives the highest priority to unadjusted quoted prices in active markets for

identical assets or liabilities {Lave] 1 measurements) and lowest priority to measurements involving

significant unobservable inputs (Level 3 measurements), The tluee levels of the fair value hierarchy

era as follows;

Level ]Inputs —Unadjusted quoted prices in active markets for identical assets ar liabilities

accessible to the reporting entity at the measurement date,

10 (Continued)



LIFEBRTDGE HEALTH, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

June 30, 2016 and 2015

(Dollars in thousands)

Leve12 Inputs —Other than quoted prices included in Level 1 inputs that are observable for the

asset ar liability, either directly or indirect]y, for substantially the full term of the asset or

liability.

Level 3 Inputs —Unobservable inputs for the asset or liability used to measure fair value to the

extent that observable inputs are not available, thereby allowing far situations in which there is

little, if any, market activity for the asset or liability at measurement date.

The hierarchy requires the use of observable market data when available. Assets and liabi!itias are

classified in their entirety based on the lowest level input that is significant to the fair value

measure~nants.

(fi Property and Ec~urpment

Property and equipment acquisitions are recorded at cost, Depreciation is provided over the estimated

usafill life of each class of depreciable assets and is computed using the straight-line method.
Equipment ilnder capital lease obligations is amortized on the straight-line method aver the shorter of

the period of the lease term or the estimated useful life of the equipment. Maintenance and repair costs

are expensed as incurred. Intaz'est cost incurred on borrowed funds during the period of construction

of capital assets is capitalized as a component of the cost of acquit~ing tl~osa assets.

Gifts of long-lived assets such as land, buildings, or equipment are reported as unrestricted support
and are excluded from the excess of revenues over expanses, unless explicit donor stipulations specify

how the donated assets must be used. Gifts of long-lived assets with explioit restrictions that specify

how the assets are to be used and gifts of cash or other assets that must. be used to acquire long-lived
assets are repo~~ted as restricted support, Absent explicit donor stipulations about how long those
long-lived assets must be maintained, expirations of donor i~estriotions are reported when the donated
or acquired long-lived assets era placed in service.

(g) Deferred Financing Costs and Other~Assets

Deferred financing costs and other assets consist primat•ily of deferred ftnancing costs, intangibles
related to practice acquisitions, notes receivable, and the cash surrender value of split dollar life
insurance. The deferred fnat7cing costs are amortized using the effective-intef~est method over.the term

of the related debt. Amortisation expense was $513 and $2,430 for the years ended June 30, 20l 6 and
2015, r~espactively, Such amortization is included in depreciation and amortization in the consolidated
financial statements,

(l~) Beneficial Interest isa Splzi Xnterest Agreement

CHSF holds a 25% interest in a trust, of which management has esfiimated the present value of the
future income stream, CHSF will receive 25% of the net annual income unti12024, when at the and

the trust will terminate, and 2S%' of the principal will be distributed to CHSF, Management has

reported the beneficial interest at fair value based on the fair value of the underlying trust investments,

1 1 (Continued)



LTFEBRTDGE HEALTH, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Juna 34, 2016 and 2015

(Dollars in thousands)

(i) Advances from Thtrrl-Party Payors

Advances from third-party payors are comprised of advance funding from CareFirst B1ueCross

BlueShield, Medioaid, Aetna, UnitedlMAMSl, and other insurance providers,

(j) Self-Insurance Progrttms

The Corporation maintains self-insurance prog~•ams for professional and general liability, workers'

compensation, and einplayes health benefits. The provision for estimated self insurance program

claims includes estimates of the ultimate costs for both reported claims and claims incurred but not

reported. The estimates are based on historical trends, claims asserted, and reported incidents,

(k) Other Long-Term LiabiCzties

Other long-term liabilities consist of self insurance liabilities, pension plan liabilities, asset retirement

obligations, and deferred compensation plan liabilities,

(l) Donor-Restricted Gifts

Unconditional promises to give cash and other assets to the Corporation are reported at fair value at

the date the promise is received, Conditional promises to give and indications of intentions to give are

reported at fair value at the date those promises become unconditional. The gifts are reported as either

temporarily or permanently restricted support if they are received with donor stipulations that limit the

use of the donated assets. When a donor restriction expires, that is, when a stipulated time restriction

ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified as

unrestricted net assets and ~~eparted in the consolidated statements of operations as net assets released

from restrictions, Donor-restricted contributions whose restrictions era met within the same year as

received are reported as unrestricted contributions,

(m) Net Assets

Net assets and revenues, expenses, gains and losses are classified based an the existence or absence of

externally imposed stipulations. Accordingly, net assets of the Corporation and changes therein are

classified and reported as follows;

CJnr~estricted net assets —Net assets that era not subject to externally imposed stipulations.

Tenapo~^a~•ily rests°toed net assets —Net assets subject to externally imposed stipulations that

may or will be rnet either by aatians of the Corporation and/or the passage of time.

Pern2anently rest~~icted net assets —Net assets subject to exten~ally imposed stipulations that

they be maintained by the Corporation in perpetuity.

Revenues are reported as increases in unrestricted net assets unless use of the related asset is limited

by externally imposed restrictions, Expenses are reported as decreases in unrestricted net asses. Gains

and losses are reported as increases or decreases in unrestricted net assets unless use of the related

asset is limited by externally imposed restrictions or law. Expirations of temporary restrictions of net

assets (i,e., the externally sfiipulated purpose has been fulfilCed and/or the stipulated time period has

~ 2 (Continued)



LIFEBRIDGE HEALTH, INC, AND SUBSIDIARIES

Notes to Consolidated Financial Statements

June 30, 2016, and 2015

(Dollars in thousands)

elapsed) arc reported as reclassifications between the applicable classes of net assets if used to acquire

capital assets; otheywise, thay are recorded as unrestricted operating revenue,

(~z) Net Patient Service Revenue

Net patient service revenue for Sinai, Northwest, Carx•all and the chronic hospital companent of

Levindale is recorded at rates established by the State of Maryland Health Services Cost P.eview

Commission (HSCRC) and, accordingly, reflects actual charges to patiants based on rates in effect

during the period in which the servicas are rendered, On January 29, 201 ~, the Corporation and the

Health Services Cost Raview Commission (HSCRC) agreed to implement tll~ Global Budget ~evanua

(GBR} methodology, effective July 1, 2013,.for Sinai, Northwest and Levindale. The term of the

Agreement will continue through ]une 30, 2016 and will renew for cone-year period. unless it is

canceled by tl~e HSCRC or by the applicable Hospital, The GBR model is a revenue constraint and

quality improvement system, designed by the HSCRC to provide hospitals with strong financial

incentives to.manage their resources efficiently and effectively in order to slow the rate of increase in

healthcare costs and improve healthcare delivery processes and outcomes. The GBR model is

consistent with the Hospitals' mission to provide the highest value of care possible to their patients

and the communities they serve.

The GBR agreement establishes a prospective, fixed revenue base (the GBR cap) far each fiscal year.

This includes both inpatient and outpatient regulated services, Under GBR, the Corporation's revenue

for all HSCRC-regulated services is predetermined for the upcoming year, regardless of changes in

volume, service mix intensity, oz• mix of inpatient or outpatient services that occur duringthe year, The

GBR agreement allows the Corporation to adjust unit rates, within certain limits, to achieve ti-ie overall

revenue base for the Corporation at year-end, Any overcharge or undercharge versus the GBR cap is

prospectively added to the subsequent year's GBR cap. Beginning in fiscal year 2016, the GBR is

adjusted for changes in market share, Et'fective with fiscal year 20l 7, market-shift adjustments will be

made semi-annually, on January and July 1, The GBR cap is adjusted annually for inflation, and for

changes in payor mix and uncompensated care, and changes in population within the Corporation's

service area, A hospital's GBR cap may also be adjusted based an the hospital's performance on

various quality and utilization mety~ics established from time to time by the HSCRC,

Prior to implementation of the GBR methodology, Carroll and the HSCRC ag~•eed to a three year

contract for Carroll to implement the Total Patient Revenue (TPR) methodology effective July 1, 2010,

which was renewed for an additional three year period affective July 1, 2p ] 3, Similar to the GBR, the

TPR agreement establishes a prospective, fixed revenue base, the "TPR cap," for the upcoming year,

$ffective r~vith ftscal year 2017, all TPR agreements have been terminated and reinstituted:as GBR

agreements using the same parameters described above,

Contractual adjustments, which represent the difference between amounts billed as patient service

revenue and amounts paid by third-party payors, are aocrued in the period in which the related services

are rendered, Because the Corporation does not pursue collection of amounts determined to qualify as

charity care, such amounts are not reported as revenue.

13 (Continued)
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June 30, 2016 and 2015
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Medicare reimburses Northwest and Levindale for skilled nursing services under the Medicare skilled

nursing Prospective Paymant System (PPS). Under PPS, the payment rate is based on patient resource

utilization as calculated by a patient classification system lrnown as Resource Utilization Groups.

Medicaid reimburses Levindale for long-term Dare services facilities based on Levindala's actual costs.

However, beginning in January 2015, the cost data fi•om the 20l 2 cost reports was used to set R~sourca

Utilization Group (similar to Medicare) rates vrhich are adjusted for changes in case mix. The case

mix from t~vo quarters p~'101~ is used to adjust the rates on a quarterly basis.

All other patient service revenue is recorded at the estimated net rea]izable amounts from patients,

third-party payors, and others for services rendered,

(o) Other Operating Revenue

Other operating revenue includes income of LifeBridge Health and Fitness LL,C, revenue from retail

pharmacy and other support services, and revenue generated from investments in joint ventures that
offer health care services or services that support or complement the delivery of care,

(p) ~Grarats

Federal grants are accounted for either as an exchange transaction or as a contribution based on terms

and conditions of the grant, If the grant is accounted for as an exchange transaction, revenue is

recognized as other operating revenue when earned. If the grant is accounted for as a contribution, the

revenues are recognized as either other operating revenue ot~ temporarily restricted contributions

depending on the restrictions within the grant.

(q) Meaningful Use Incentives

Under certain provisions of the American Recovery and Reinvestment Act of 2009 (ARRA), federal

incentive payments are available to hospitals, physicians, and certain other professionals when they

adopt, implement, or upgrade certified electronic health record (EHR) technology or liecome

"meaningful users," as defined under ARRA, of EHR technology in ways that demonstrate improved

quality, safety, and effectiveness of care. Incentive payments will be paid out aver varying transitional

schedules depending on the type of incentive (Medicare and Medicaid) and recipient (hospital or other

eligible provider), eligible hospitals can attest for both Medicare and Medicaid incentives, while
physicians must select to attest for either Medicare or Medicaid incentives, For Medicare incentives,

eligible hospitals receive payments over fow~ years while eligible physicians receive payments over

five years. For Medicaid incentives, eligible Maj•yland hospitals receive payments over four years and
physicians receive payments over six years,

The Corporation recognizes EHR incentives when the payment is received. During the years ended

June 30, 2016 and 2015, certain hospitals and physicians satisfied the meaningful use criteria. As a
result, the Corporation recognized $3,3g9 and $3,728 of EHR incentives during fiscal years 2016 and

2015, respectively, in other operating revenue.

~ 4 (Continued)
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June 30, 2016 and 2015
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(t) Charity Care and Bad Debt

Sinai,. Northwest, Carroll, Levindale and Courtland provide ca~~a to patients who meet ce►~tain criteria
under their charity care policies without charge or at amounts less than their established rates, Because
the facilities do trot pursue the collection of amounts determined to qualify as charity care, those
amounts are not reported as revenue, The amount of charity cafe provided during the years ended
June 30, 2016 and 2015, based on patient charges forgone, was $11,720 and $9,179, respectively. The
total direct and indirect costs to provide the care amounted to approximately $10,044 and $7,548 for
the years ended Tune 30, 2016 and 2015, respectively,

All patient accounts are handled consistently and appropriately to rnaximiza cash flow and to identify
bad debt accounts timely. Active accounts are considered bad debt accounts when they meet specific
collection activity guidelines and/or era reviewed by the appropriate management and deemed to be
uncollectible. Every effort is made to identify and pursue all account balance liquidation options,
including but not limited to third party payor reimbursement, patient payment arrangements, Medicaid
eligibility and financial assistance, Third party receivable tnanagament agencies provide extended
business office services and insurance outsource secwices to ensure maximum effort is taken to recover
insurance and self-pay dollars before transfer to bad debt, Contractual arrangements with third party
collection agencies are used to assist in the recovery of bad debt after all internal collection efforts
have been exhausted. In so doing, the collection agencies must operate consistently with the goal of
maximum bad debt recovery and strict adherence with Fair Debt Collections Practices Act (FDCPA)
rules and regulations, while maintaining positive patient relations,

2016 2015

Beginning allowance $ 58,346 35,085
Plus provision for bad debt 56,982 54,845
Less bad debt write-offs, nett of recoveries (53,11 S) (31,584)

Ending allowance $ 62,213 58,346

(s) Income Tees

LifeBridge and its not-far-proft subsidiaries have been recognized by the Internal Revenue Service as
tax-exempt pursuant to Section 501(c)(3) of the Internal Revenue Code.

LifeBi•idge's incorporated for-profit subsidiaries account for income taxes in accordance with
Financial Accounting Standards Board (FASB) ASC Topic 740, Incon2e Tees, Income taxes are
accounted foi• under the asset and liability method. Deferred tax assets and liabilities era recognized
for the future tax consequences attributable to differences between the financial statement' carrying
amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit
carryfarwards, Deferred tax assets and liabilities are measured using enacted tax gates expected to
apply to taxable income in the years in which those temporary differences are expected to be recovered
or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recag~iized in the
period that includes the enactment date. Any changes to the valuation allowance on the deferred tax
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asset are reflected in the year of tha change, The Corporation accounts for uncertain tax positions in
accordance with ASC Topic 7~0,

(t) Use of Estrrnates

The preparation of consolidated financial statements in conformity with U,S, generally accepted
accounting principles requires management to make estimates and assumptions that affect the repo~~ted
amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the
consolidated financial statements, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates,

(u) Excess of Revenues aver Expenses

The accompanying consolidated statements of operations include excess of revenue over expenses.
Changes in unrestricted net assets that are excluded from excess of revenLtes over expenses, consistent
with industry practice, include changes in the funded status of defined-benefit pension plans,
permanent transfers of assets to and from affiliates for other than goods and services, the cumulative
effect of a change in accounting principles, and contributions received for additions of long-lived
assets,

(v) Employee Pension Plan

Pension benefits are administered by the Corporation. The Corporation accounts for its defined-benefit
pension plans within the framework of ASC Topic 958, Nat for-Profit Entities, Section 715;
Compensation-.Retirement Benefits (Topic 958, Section 71S), which requires the recognition of the
overfunded or underfunded status of a defined-benefit pension plan as an asset or liability. Tlie plans
are subject to annual actuarial evaluations, which involve various assumptions creating changes in
elements of e~cpense and liability measurement, Key assumptions include the discount rate, the
expected rate of return on plan assets, j•atirement, mortality, and turnover. The Corporation evaluates
these assumptions annually and modifies them as appropriate.

Additionally, Topic 958, Section 715 requires the measurement date for plan assets and liabilities to
coincide with the employer's year-end and requires the disclosure in the notes to the consolidated
financial statements of additional information about certain efFects an net periodic benefit cost for the
next fiscal year that arise from delayed recognition of the gains or losses, prior service casts or credits,
and txansitian asset or obligation, During fiscal year 2p16, LifeBridge adopted the RP-2014 Mortality
Table with generational improvements. See footnote 1 I for further discussion,

(3) Carroll County Health Services Corporation

The Corporation became the sole corporate member of CCHS and all of its subsidiaries on April 1, 201 S.
Beginning oi~ that date the financial position and results of operations of CCHS were consolidated, As part
of the t~•ansactian, ~ifeBridge contributed $50,000 t~ Carroll Foundation to be used solely in furtherance of
the Foundation's charitable p~.lrposes of supporting the missions of CCHS and LifeBridga committed to
provide $250,000 to meet the strategic needs of CCHS and its affiliates, LifeBridge ~stabiished a $250,000
board-designated fund containing the funds required to meet the commitment, The affiliation was accounted
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for under the purchase accounting method for business combinations, As a result, the Corporation recorded
an inherent contribution related to the transaction of $145,93 $ in fiscal year 20l 5,

The fallowing table surrunarizes the estimated fair value of assets acquired and liabilities assumed at April 1,

2015 (the acquisition data prior to the Foundation Contribution);

Assets;
Current assets $ 91,236
Property and equipment 1 ~~},403
Other long-term assets 144,079

Total assets $ 379,71$

Liabilities;
Current liabilities $ 58,769
Long-term liabilities 175,011

Total liabilities 233,780

Net assets:
Unrestricted 134,032
Temporarily; restricted I0,733
Permanently restricted 1,173

Total net assets 145,938

Total liabilities and net assets $ 379,718

The following table summarizes the Corporation's pro forma consolidated results as though the acquisition
occurred at July 1, 2014:

2015

Total operating revenues $ 1,435,203
Operating income S 1,757
Other income, net 144,690

Changes in net assets:
Unrestricted $ 184,931
Temporarily. restricted 12,488
Permanently restricted 1,169

Total changes in net assets $ 198,5$8
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(4) Investments

Investments, which consist of assets limited as to use, board-designated investments, donor-restricted
investments, and long-term investments in the accompanying consolidated balance sheets, are stated at fair
value or under the equity method, as appropriate, as of June 30, 2Q16 and 2015, and consist of the fallowing;

2Q16 2015

Assets limited as to use;
Self insurance fund;
Cash and cash equivalents $ - 3,12$
Mutual funds 22,060 2,197
Equity securities 9,210 7,106
U.S, Treasury 9~4 11,3&9
Government securities - 1,705
Fixed income 8,789 11,3SQ
Alternative investments 2,598 x,364

Self-insua~ance fund 43,601 X1,239

Debt service fund.
Cash and cash equivalents 2Q,598 11,501
Government securities 47,062 7,328

Debt Service fund 67,660 18,829

Collateral he]d for lines of credit and other:
Cash and cash equivalents ~ - 89
Mutual funds - -1,230
Equity securities - 2,29'7
Fixed income - 68

Collateral held for lines of credit - 3,684

Less current portion (67,66Q) (~Q',S6S)

Assets limited as to use, net of current portion $ 43,601 33,187

ponor-restricted investments:
Cash and cash equivalents $ 4,825 5,418
Mutual funds 5,649 6,Q82
Equity securities 2,585 2,091
U,S, Treasury 3,557 3,238
Government securities 3,016 3,324
Fixed income S66 1,205
Alternative investments 343 286

Donor-restricted investments $ 20,541 21,64

Beneficial interest in split interest agreement $ 4,477 4,628
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There are other investments restricted by donors other than pledges receivable, danor~restricted investments,

and beneficial interest that are included in long-term investments as of Juno 30, 2016 and 2015, As of
June 30, 2016 and 2015 current, long-term, and board-designated investments are as follows;

~n~~

Current, long-term, and board-designated investments;
Cash and cash equivalents
Mutual funds
Equity securities
Government securities
fixed income
Alternative investments

Current, long-berm and board-designated
investments

Less current portion

Long-term and board-designated investments

$ 8,747
177,303
159,173

10,111
29,167

135,897

520,398

(23,3 S2)

$ x}97,046

2015

56,619
165,392
132,g83
8,849
26,830

142,273

532,446

(23,761)

503,6$5

Investment income and gains and lasses on long-term investments, board-designated investments,
donor'-restricted investments, and assets limited as to use are comprised of the following for the years ended
June 30, 2016 and 2015;

2016 2015

Investment income;
Interest income and dividends $ 9,516 7,398
Realized gains on sale of securities 6,512 13,763

Invast~nent income 16,028 21,16]

Unrealized {losses). gains on ta~ading securities (22,110) (10,978)
Other changes in net assets:
Changes fn unrealized gains on temporarily and permanently

restricted net assets (1,847) (373)

Total investment return $ (7,929) 9,810

(5) Pledges Receivable

Contributions and pledges to raise funds are recorded as temporarily r•estrictad net assets until the

donor intended purpose is met and the cash is collected. Future pledges are discounted at the h~easury bill
rate to reflect the time value of money, and an allowance far potentially tmcollectible pledges Sias been
established,
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Sinai, Northwest, Carroll, and Levindale have recorded total pledges as cif June 30, 2016 and 2015 as follows;

Gross pledges receivable
Less:
Discount for time value of money
Allowance for uncollectibla accounts

2016 2015

$ 9,051 15,878

(782) (1,232)
(1,56$) (2,476)

$ 6,701 12,170

Total anticipated future payments are as follows;

Less than one year
One to five years
Five years and thereafter

$ 3,550
5,288
2l3

$ 9,Q51

(6) Property and Equipment

As described in note 13, Sinai and L,evindale leases from ail affiliate of AJCF lease all land, Land

improvements, buildings, and fixed equipment located at those entities' primary locations; LifeBridge

entities own the movable equipment. Property and equipment are classified as follows at June 30;

Land
Land improvements
Building and improvements
Fixed equipment
Movable equipment

I.,ess accumulated depreciation

Construction in progress

Property and equipment, net.

Estimated
usefullafe 2016 2015

$ 11,657 7,302

$ to 20 years 35,931 35,913

10 to 40 years $63,963 829,5$8

8 to 20 years 101,411 88,710

3 to 15 years x}79,705 453,896

1,492,667 l,~l 5,409

(926, 30) (867, 51)

566,237 547,958

63,240 47,185

$ 629,477 595,143

Depreciation, amortization, and gain/loss on sale of assets ware $75,699 and $62,957 for the years ended

June 30, 2p16 and 2015, respectively. Of this, depreciation expense was $75,546 and $60,26 for the years

ended June 30, 2016 and 201 S, respectively.
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Included in property and equip~nant is building and equipment, net of accumulated amortization, of $18,774

and $9,258 for the years ended June 30, 2Q] 6 and 201 S, respectively, financed with capital lease obligations,

Accumulated amortization related to the building and equipment under capital leases was $] 1,806 and

$21,222 at Juno 30, 2016 and 2015, respectively.

(7) Investments in Joint Ventures

Investments in joint ventures and partnerships, accounted far under the equity method, consist of the

fallowing at June ~0, 2016 and 2Q1 S:

Joint Venture I

MNR Industries, LLC

Baltimore County Radiology, LLC

Riverside Health of
Maryland, Inc,

Mt. Airy Mad-Services, Lt~C
I,ochearn Nursing Home, LLC
Mt. Airy Plaza, LLC
LifeBridge Sports Medicine &
Rehabilitation, LLC

Carroll Care Pharmacies, LLC

Other Joint Ventures

2016 2015

Business Percentage Percentage

purpose ownership Balance ownership Balance

Urgent Care
Centers 40% $ 23,291 40% $ 23,123

Outpatient
Radiology 2S 5,724 — —

Medicaid
Managed
Care Plan — — 20 2,736

12ea1 Estate SO 4,952 50 375

Nursing Home l0 1,997 — —

Real Estate 50 1,62& SO 1,649

Physical
Therapy 50 1,303 50 1,165

Pharmacies 49 1,037 49 1,Q18

Miscellaneous 5-50 4,]08 5-50 ~ 3,799

Total $ 44>040 $ 33,865

Par those joint ventures and partnerships accounted for using the equity method, LifeBridge t~ecorded equity

in earnings of joint ventures and partnerships, For those joint ventures and partnerships accounted for using

the cost method, LifeBridge recorded dividend income, Such amounts are included in other operating

revenue in the consolidated statements of operations,
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(8) Long-Term Debt and Capital Lease Obligations

As of Tune 30, lozlg-term debt and capital lease obligations consist of the following;

Maryland I3ealth and Higher Educational Facilities authority
(MHH~FA);

Revenue Bonds Series 2006
Revenue Bonds Series 2008
Revenue Bonds Series 2011
Revenue Bonds Series 2~12A
Revenue Bonds Series 201 S

Other debt:
Banlc of America line of credit
M&T Banic taxable loan
BB&T line of credit
Capital leases
Other

2016

237,590
47,465
SS,1S2

159,685

A~S,90S

18,50]
539

564,837

(12,921)
12,685
(42)

2015

Less current portion
Unamortized premium
Unamoy~tized discount

Long-term debt, net

35,000
266,285
4 ,315
56,620

100,000
50,000
2,3 51
7,206
343

566,120

(14,711)
6,805
(44}

$ 564,559 55 ,170

In November 2006, the Maryland Health and Higher Educational Facilities Autharity (MHT-UEFA or the

Authority) loaned $35,000 from the proceeds of bonds (Series 2006 Bonds) to CCHS and certain of its

subsidiaries, resulting in proceeds of $35,000, The Series 2006 Bands were repaid as part of the Series 20 ] 5

Bond offering, further discussed below.

In January 2008, MHHEPA Loaned $285,& 15 from the proceeds of bonds (Series 2008 Bands) to LifeBridge

and certain of its subsidiaries, Portions of the Series 2008 Bonds are payable on 7uly 1 of each year. through

2047. The Series 2008 Bonds bear interest at a weighted fixed rate of 5.35%. Approximately, $27,6+0 of the

Series 2008 Bonds were repaid as pant of the Series 201 S Bond offering, further discussed below,

Tn March 2011, the Authority loaned $50,695 from the proceeds of bonds (Series 2011 Bonds) to LifeBridge

and certain of its subsidiaries, Portions of the Series 20l 1 Bonds are payable on July 1 of each year through
204 ] .The Series 2011 Bonds bear interest at a weighted fixed rate of 5,99%.

Tn May 2012, MI-THEFA loaned $89,790 from the proceeds of bonds (Series 2012A Bonds) to CCHS and
certain of its subsidiaries (the Series 2012 Bonds), The Series 2012 Bonds were issued in three series:
$26,995 of serial bonds maturing in 2013 tY~raugh 2027, $7,505 ofterm bonds maturing in 2030, anc! $25,280

of term bonds maturing in 2037 (Series 2012A Bonds); $15,01 Q of term bonds maturing i~7 2037

(Series 2012B Bonds); and $15,000 of term bonds maturing in 2042 (Series 2012C Bonds),
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On April 1, 2015, I,ifeBridge established atwo-year loan facility with Banlc of America in the amount of

$250,000 (2015 Line of Credit) that matures on March 31, 2017, with a variable rate of interest on amounts

drawn of 30-day LIBQR plus 88 basis points. The 201 S Lino of Credit is secured on parity with the

Series 2008 and 2011 Bonds, On April 1, 2015, LifeBridge drew $100,000 on the 2015 Line of Credit, of

which $SO,000 was transferred to Carroll Foundation for the Foundation Contribution and $39,800 was used

to pay off the Series 20128 and 2012C Bonds Bank, The Line of Credit was repaid during the year ended

June 30, 2016, The outstanding obligation was $0 and $100,000 for the years ended Lune 30, 2016 and 2Q ] 5,

respectively.

On May 1, 2015, a single obligated group (the Obligated Group) was formed, consisting of LifeBridge, Sinai,

Northwest, Levindale, BJHF, CHSF, CCHS, Carroll, CCMS, CHG, CH, and CRCCP, Members of the

Obligated Group are jointly and severally liable for all of the outstanding bonds issued by the Authority on

behalf of LifaBridge and CCHS and their respective affiliates, together with the other obligations nn parity

with such bonds,

On June 26, 2015, LifeBridge entered into a $SO,000 direct bank placement with M&T Bank (2015 M&T

Loan}. The interest rates range froze 1.57% to 3,28%,with maturity dates ranging from July 1, 201 b to July 1,

2025, The 2015 M&T Loan is secured on parity with the bonds.

On July 30, 2015, the Authority issued $159,685 in bonds (Series 201 S Bonds) on behalf of LifeBridge

Health, The proceeds of the Series 2015 Bands have been ar~d will be used to ftnance and refinance the cost

of construction, renovation, and equipping of certain additional facilities for the Obligated Group, to refund

a portion of the Series 2008 Bonds and the Authority's Carroll Issue, Series 2006 bonds, and refinance the

portion'of the Banlc of America Line of Credit that had been used to repay Carrall's loan from BB&T ~anlc.

The remaining Bank of Amar•ica line of credit was repaid by the Corporation in 1uly,

The Series 2008, 2011, 2012A, and 2015 Bonds are governed by a Master Loan Agreement, Under the

Master Loan Agreement, the Authority maintains a security interest in the revenue of the obligors, In

addition, the Master Loan Agreement requires Obligated Group members to adhere to limitations on razergers,

disposition of assefs, and additional indebtedness and certain financial covenants, The ftnancial covenants

include arate covenant, which requires the Obligated Group to achieve a debt service coverage ratio of 1,10;

a liquidity covenant, which requires the Obligated Group Co mainfiain 65 days cash on hand; and a

debt-ta-capitalization covenant, which requires the Obligated Group to maintain a debt~ta-capitalization ratio

of not more than 6S%, al] measured as of June 30 in each frscal year, In the fiscal year ended .tune 30, 20l 6,

the obligated Group mat all of its covenants,

On Apri12&, 2015, Carroll entered into a termination agreement ra3ated to its floating-ta-fixed interest rate

swap agreement with Bank of America. Carroll paid Ba~~lc of America $13,998 to terminate the swap

agreement, The Co3•poration recognized a realized gain on settlement of approximately $600, This amount

was recognized within other income, net within the consolidated statements of operations,

The Corporation is obligated under several noncancelable capita] leases far hospital equipment and office

building space,
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The total future principal payments on long-term debt and capital lease payments are as follows;

MHHEFA Capital lease
and other debt obligations

Ysars ending June 30;
2Q17 $ 11,329 2,517

2Q 18 10,750 2, l 96

2Q 19 1 l ,270 2,23 l

2020 11,795 2,269

2021 12,345 2,304

Thereafter 488,847 10,324

$ 546,336 21,841

Less interest portion (3,340)

$ 18,501

(9) M&T Banlc Line of Credit

Sinai maintains a $5,000 line of credit with M&T Banlc. As of June 30, 2016 and 20l S, there were no

balances outstanding an this line of credit.

(10) Temporarily and Permanently Restricted Net Assets

Temporarily restricted net assets are available for the following purposes at June 30.

2016 2015

Healthcare services;
Capital equipment/construetion $ 23,160 24,824

Other healthcare services;
Service grants
Donor-specified healthcare services
Enrichment and rasearah

496 215
l x,452 2.Q,491
15,277 X6,130

$ 53,385 ~I,660

Permanently restricted net assets of $15,887 and $15,816 at June 30, 2016 and 2QIS, respectively, are to

investments to be held in perpetuity, the income from which is expendable to support healthcare services,
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(11) Employee Benefit Plans

(~) LifeBriclge Health Penston Plans (Sinai and LevindaCe)

The Corporation sponsors noncontributory defined-benefit pension plans (the Sinai/Levindale Plans)

covering full-time, nonunion and union employees of Sinai and Lavindale, Annual contributions to the

Sinai/Lavindala Plans are made at a level equal to ar greater than the funding requirement as

determined by the Sinai/Levindale Plans' consulting actuary. Contributions are intended to provide

not only for benefits attributed to service to date, but also for those expected to be earnzd in the future
,

The following tables set forth the SinailLevindala Plans' funded status and amounts recognized in the

accompanying consolidated financial statements as of June 30, 20l 6 and 2Q15;

Measurement date

Change in projected bane~Pit obligation;
Benefit obligation at beginning of year
Servic0 cost
Interest cost
Actuarial loss
Benafrts paid
Expenses paid from assets

Benefit obligation at end of year

Change in plan assets:
Fair value of pla~1 assets at beginning of year
Actual return on plan assets
Company contributions
Benefits paid
Expanses paid from assets

Fair value of plan assets at and of year

Funded status

2016 2015

June 30, 2016 June 30, 2015

$ 185,808 174,787
7,729 7,490
8,085 7,369

19,2b4 6,933
{5,815) (10,321)
(346) (4S0)

214,725 185,808

I S&,657 157,068
(5,A~61) 3,666
10,52 ~ 8,694
(5,815) (I0,321)
(346) (450}

157,577 158,657

$ (57,148) (27,151)
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Amounts recognized in tha consolidated financial statements consist of the following at June 30;

2016 2015

Amounts recognized in the consolidated balance sheets;

Other long-tei7n liabilities

Amounts recognized in unrestricted net assets.

Net actuarial loss
Prior service cast

$ 57,148 27,151

$ 74,x}21 ~ 1,086
A3

$ 7~,~21 41,129

The Corporation has estimated $16,721 for its defined-be»efit contributions to the Sinai/I,evindale

Plans for the fiscal year ending June 30, 2017, The accumulated benefit obligation is $196,Sb2 and

$169,323 at June.30, 2016 and 2015, respectively.

Net periodic pension expense for the years ended Tune 30, 2016 and 2015 was as follows;

2016 2015

Service cost
Interest cost
Expected return an plan assets
Amortization of net loss
Amortization of prior service cost

Net pariodio benefit cost

$ 7,730 7,90
8,085 7,369

(10,963) (10,982)
2,353 1,149

A3 89

$ 7,2A~8 .5,115

The estimated net actuat~ial loss and prior service cost to ba amortized from unrestricted net 
assets into

net periodic pension benefit cost over the next fiscal year are $5,SS5 and $0, respectively,

26 {C~ntinued)



LIFEBRTDGE HEALTH, INC. AND SUBSIDIART~S

Notes to Consolidated Financial Statements

June 30, 2016 and 20] 5

(Dollars in thousands)

Actuarial assumptions used were as follows;

Assumptions used to determine annual pension expense:

Discount rate
Expected retuxn on plan assets
Rate of compensation increase

Assumptions used to determine end-of-year liabilities:
Discount rate
Expected return an plan assets
Rate of compensation increase

Plan asset allocation:
Asset category;
Cash and cash equivalents
Fixed income/debt securities
Equity securities
Alternative investments

Total

2016 2015

4,47% 4,40%
7,00 7.25
2,50 2.50

3,68% ~.~7%
7.00 7,00
2,50 2.50

2.00% 2.00%
26.00 25,00
47.00 ~}8,Op
25,00 25,00

1 ~Q.~~4~0 1 ~Q.~~~~p

In selecting the expected long-term rate on asset, Sinai and Lavindate considered the average rate 
of

earnings on the funds invested or to be invested to provide for the benefits of these plans, This includ
ed

considering the Sinai/Levindale Plans' asset allocation and the expected returns likely to be earn
ed

over the life of the plans, Target asset allocation is as follows;

Target

Target allocation on assets;
Equity securities 45%

Alternative investments 30

Fixed income/debt securities 25

Following are the benefit payments expected to be disbursed from plan assets:

Years ending June 30:
2017 $ 11,125
2018 11,204
2019 11,363
2020 12,068
2021 11,839
Thereafter 65,242
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The fair values of assets of the Sinai/Levindale Plans held by PNC Institutional Investme
nts by level

at June 30, 2016 were as follows;

Pension bane~ts ~plan assets

Level l Level Z Leve13 Total

Assets;
Cash and cash equivalents $ h,8b0 — — 4,86Q

Mutual funds 54,886 — — 54,886

Fixed income — 5,635 — 5,635

Equity securities 56,382 •— — 56,382

Alternative investments — — 35,81 35,814

Total assets $ 116,128 5,635 35,814 157,577

The fair values of assets of the Sinai/Levindale Plans held by PNC Institutional Inve
stments by level

at June 30, 2015 ware as follows;

Pension benefits -- flan assets

T,evell Leve12 Leve13 Total

Assets:
Cash and cash equivalents $ 5,41 t — — 5,411

Mutual funds 53,314 — — 53,314

Fixed income — 6,140 — 6,140

Equity securities 57,330 — — 57,330

Alternative investments — — 36,462 36, 62

Total assets $ 116,055 6,140 36,462 158,657

For the years ended June 30, 201 b and 2015, there were no significant transfers 
into or out of Levels

1, 2, or 3,

Changes to the fair values based on the Leve13 inputs are summarized as follows
;

Total

Balance as of d~zne 30, 2015 $ 36, 62

Additions;
Contributions/purchases 36,392

Disbursements;
Withdrawals/sales (3 5,744)

Net change in value (1,296)

Balance as of June 30, 2016 $ 35,81 ~
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The following table sumrrlarizes redemption terms for the hedge fund-of-funds vehicles held as of

June 30, 2016:

Redemption timing:
Redemption frequency
Required notice

Audtt reserve:
Aercantage held back For

aUCllt t05CNe

Tund 1 Fund 2 Fund 3 Fund 4 Fund 5 rund 6

Quarterly Quarterly Quarterly Annually Monthly Annually

33 days 65 days 65 days 45 days 30 days. 90 days

(b) CarroCl Plan

CCHS sponsors a I?afined Benefit Cash Balance Plan (the Carroll Plan) covering employees of

Carroll, CCMS, and Carroll Foundation, CCHS's funding policy is to make contributions to the Carroll

Plan based on actua~•ially determined amounts necessary to provide assets sufficient to meet benefits

to be paid to plan participants and to meet the minimum funding requirements of the Employee

Retirement Income Security Act of 1974 and the Internal Revenue Goda, plus such amounts as CCHS

may determine to be appropriate from time to time, Under the cash balance plan structure, the bena~ts

under th.. Carroll Plan are determined based on employee tenure rather than age, CCHS elected to

freeze benefit accruals and participation in the Carroll Pian an December 31, 2006.

The information below describes certain actions of GCHS far the years ended Jtme 3Q, 2016 and 2015.

As discussed in footnote 3, the fiscal year 2015 statements of operations of the Corporations includes

CCHS activity for the period April 1, 201 S through June 30, 207 S,
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The following tables set fo~~th the changes in the projected benefit obligation, the changes in tha Carroll

Plan's assets, the Cai7~oll Plan's funded statr.7s, the amounts recognized in the consolidated financial

statements, and the Carroll Plan's net periodic pension cast as of Juno 30, 2016 and 2015:

201(

Measurement date

Change in projected benefit obligation:
Projected benefit obligation at beginning of year
Interest cost
Actuarial loss
Benefits paid

Benefit obligation at end of year

Change in plan assets.
Fair value of plan assets at beginning of year

Actual return on plan assets
Employer contribution
Benefits paid

Fair• value of plan assets at end of year

Funded status

June 30, 2016

$ 68,498
3,004
7, S l4
{2,397)

76,619

61,131
1,739
3,600
(2,397)

64,073

$ (12,546)

ZO1S

June 30, 201 S

66,031
2,755
],919
(2,207)

68,498

58,548
1,19Q
3,600
{z,ao~)
61,131

(7,367)

The accumulated benefit obligation for the Plan was $76,619 and $68,498 at June 3Q, 2016 and 2015,

respectively,

Net periodic pension expense for the year ended June 34, 2016 was as follows:

2016 2015

Components of net periodic pension
expense:

Interest cost $ 3,QQA 2,755

Expected return on plan assets (4,315) (x,140)

Amortization of actuarial loss 1,870 1,484

Net periodic pension expense $ 5S9 99

The estimated net actuarial loss and prior service cost to be amortized from unrestricted net assets into

net periodic pension benefit cost over the next fiscal year is $2,499 and $0, respectively,
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Assumptions to determine tha benefit obligation as of June 30, 20] 6 and 2015 were as follows;

Discount rata

2016 2015

3.72% a,47%

Assumptions used in the determination of net periodic pension expanse for the year ended June 3
0,

2016 and 2015 were as follows:

Discount rate
Expected long-term rate of return on plan assets

2016 2015

4.47% 4,25%
7,00 7,00

Deferred pension costs, which have not yet been recognized in periodic pension expanse b
ut are

accrued in unrestricted net assets, are $32,962 and $24,7A2 at June 30, 2016 and 20l
 S, respectively,

Deferred pension costs represent unrecognized actuarial losses or unexpected changes in 
the projected

benefit obligation and plan assets oven time primarily due to changes in assumed discou
nt rates and

investment experience. The amount of deferred pension casts expected to be recogniz
ed as a

component of net periodic pension costs during the year ended June 30, 2017 is $380
,

CCHS's weighted average asset allocations far the plan assets as of June 30, 2Q16 and 2
015 were as

follows;

2016

Cash and cash equivalents

Fixed income/debt securities

Mutual funds and equity securities

Alternative investments

$, 0%

22,0
53,0
17,0

100,0%

201.5

7.0%
19.0
56,0
18.E

100,0%

Pension plan assets are i7~vested in accordance with the CCHS's investment policy in an attem
pt to

maximize return with reasonable and prudent levels of risk, This stracture includes various 
assets

classes, investment management styles, asset allocation, and acceptable ranges that, in t
otal, are

expected to produce a sufficient Ieve1 of overall diversification and total investment return aver
 the

long term. CGHS periodically reviews performance to test progress toward, attainment of longer t
erm

targets, to compare results with appropriate indices and peer groups, and to assess ove
rall investment

risk levels,
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The fallowing table presents the Plan's assets measured at fair value at June 30, 2016:

Pension benefits ~ plan assets

Leven I,eve12 Level3 Total

Assets;
Cash and cash equivalents $ 5,366 — — 5,366

Mutual funds 34,179 — — 34,179

Fixed income — 13,716 — 13,71 b

Alternative investments — — 10,812 10,812

Total assets $ 39,545 13,716 10,812 6~i,073

The following table presents the Plan's assets measured at fair value at June 30, 2015:

Pension benefits ~ plan assets

Leven T,eve12 Level3 Total

Assets;
Cash and cash equivalents $ h,20S — — ~L,205

Mutua! funds 34,102 — — 34,102

Fixed income — 12,199 — 12,199

Alternative investments — — 10,625 10,625

Total assets $ 3&,307 12,199 10,625 61,13I

During fiscal year 2016, Leve13 investments within the pension plan assets increased 
by $7, This

increase was the result of purchases of $3,391, redemptions of $2,828 and losses in in
vestments of

$SS6, During fiscal year 2015, Level 3 investments within the pension plan assets decreased by
 $78,

This decrease was the result of purchases of $0, redemptions of $A47 and gain on ear
nings in

investments of $369. There were no significant transfers between Levels 1, 2 and 3 during the 
years

ended June 30, 2016 and 2015,

CCHS follows ASU No, 2009-12, and applied its provisions to its pension plan asset portfol
io. The

guidance amends ASC Topic &20 and permits, as a practical expedient, fair• value of inv
estments

within its scope to be estimated using net asset value (NAV) or its equivalent, The alternat
ive

investments classifted within Leve13 of the fair value hierarchy have been recorded using NAV.

The Caimoll Plan invests in alternative investments which are primarily hedge fund of funds and 
real

estate funds,

Far the alternative investments, redemption requests can be made either quarterly or annually.
 The

notice raquit~ed in order to make a redemption is within a range of 65 to 100 days, The audit 
reserve

requirements are 10% for each fund, Thet•e are generally na gate provisions with the exception 
of one

fund which has a gate of 25% of net asset value (NAV),
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CCHS.expects to contribute $2,070 to the Carroll Plan during t1Ze year-ending June 30, 2017.

The following benefit payments, which reflect future services, as appropriate, are expected to be paid

from the Plan's assets during the years ending June 30 of the indicated year;

2017 $ 2,b77
2018 2, 802
2019 2,920
2020 3,123
2021 3,337
2022-2p26 19,075

$ 33,934

CCHS expensed total employer contributions of $'1,291 and $290 for the year ended June 30, 2016

and 201 S, respectively,

(c) Contribcctory Plans

Na~~thwast has a qualified noncontributory defined-contribution pension plan (the NW Plan) covering

substantially all employees who wUrlc at least 1,000 hours per year, who have completed two years of

continuous service as of the beginning of the plan year, and who have attained the age of 21 as of the

beginning of the plan year. Participants in the NW Plan are 100% vested, Northwest makes annual

contributions to the NW Plan equivalent to 1,5% of the participants' salaries for employees who have

been in the NW Plan from one to five years, A,0%for those in the plan from six to 19 years, and 6,5%

thereafter. It is Northwest's policy to fund plan costs as they accrue, Plan expense was approximately

$2,849 and $2,794 far the years ended June 30, 2016 and 2015, respectively, and is included in salaries

and employee benefits in the accompanying consolidated statements of operations.

Certain LifeBridge entities have supplemental 4Q3(b) retirement plans for eligible employees, The

entities may elect to match varying percentages of an employee's contribution up to a certain

percentage of the employee's annual salary, The associated expense was approximately $4,710 and

$4,77 for the years ended June 30, 2016 and 201 S, respectively, and is included in salaries and

employee benefits in the accompanying consolidated statements of operations.

Certain companies under Community Physicians and Investments maintain adefined-contribution

plan far employees meeting certain eligibility requirements. Eligible employees can also make

contributions, Under the plan, the employer may elect to match a peroantage of eligible employees'

contributions each year, T11e related expense was approximately $1,627 and $1,668 for the years ended

Lune 30, 20]6 and 2015, respectively, and is included in salaries and employee benefits in the

accompanying consolidated statements of operations.

Certain LifeBridge entities maintain a nonqualified deferred compensation plan for key employees and

physicians. The Corporation establishes a separate deferral account on its books for each }~ai~ticipant

far each plan year. In general, participants .are entitled to receive the deferred funds upon their death,

attainment of the specified vesting date, or involuntary tarminafiion of their• employment without cause,
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whichever occurs first, The related expense was approximately $4,823 and $3,469 for the years ended

June 30, 2016 and 2015, respectively, and is included in salaries and employee benefits in the

accompanying consolidated statements of operations,

(d) Postretire~nent Plan, Otlaer tlirzn Penszon

Carroll sponsors a postretirement plan other than pension for employees. Carroll employees retired

from active employment at 6S years of age or older or at 55 years of age after earning at least 1 Q yea
rs

of vesting service are eligible for health and prescription drug benefits under Carroll's se]f insured

health plan. BfFective January 1, 2009, individuals are no longer permitted to participate in th
is Plan

ones they are Medicare eligible. Plan participants contribute premiums to the Plan i
n amounts

determined by Carroll for Pre-Medicare and post-Medicare age retirees, At June 30, 2
016 and 2015,

Carroll has accrued a liability of $425 and $376, respectively, related to this Plan,

(12) Regulation and Reimbursement

The Corporation and other healthcare providers in Maryland era subject to certain inh
erent risks, including

the following:

• Dependence on revenues derived from reimbursement b~ the Federal Medicare and 
State Medicaid

programs;

• Regulation of hospital rates by the State of Maryland Health Services Cost Review Commi
ssion

(HSCRC);

• Government regulation, government budgetary constraints, and proposed legislat
ive and regulatory

changes; and

• L,awsuits alleging malpractice and related olaims.

Such inherent risks require the use of certain management estimates in the preparation af'
the Corporation's

consolidated financial statements, and it is reasonably possible that a change in such e
stimates may occur,

The Medicare and Medicaid prog~~ams represent a substantial portion of the Corporation'
s revenues, and the

Corporation's operations are subject to a variety of other federal, state, and local regulator
y requirements.

Failure to maintain required regulatory approvals and licenses and/or changes in such regulatory

requirements could have a significant adverse effect on the Carporatian, Changes in fede
ral and state

reimbursement funding mechanisms and related goverrunent budgetary constraints could 
have a significant

adverse effect on the Corporation,

The current rate of reimbursement for hospital services to patients under the Medicare and 
Medicaid

programs is based on an agreement between the Center for Medicaid and Medicare Service
s (CMS) and the

State of Maryland. This agreement is based upon a waiver from Medicare prospective paymen
t system

reimbursement principles g~~anted to the State of Maryland by CMS.

7n January 2014, CMS approved Maryland's new waiver for aeve-year period beginn
ing January 1, 2014

t'or inpatient and outpatient hospital services, The new waiver requires Maryland to adopt a p
ayment structure
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that incentivizes efficient utilization of hospital resources, limits hospital per capita growth inall-payer and

Medicare spending, generata Medicare savings of $33Q million over five years, limit growth in total cost of

care per Medicare beneficiary, reduce hospital readmissions, and reduce certain hospital-acquired conditions,

(13) T2elated-Party Transactions

Land Leases

Sinai attd Levindale are constituent agencies of AJCF, a charitable corporation.

The legal title to substantially all land, land improvements, buildings, and fixed equipment included in

Sinai's and I.,evindale's operating property is held by an affiliate of AJCF, Sinai and L,avindale have entered

into leases with the AJCF affiliate with respect to these assets, The leases allow Sinai and L,evindale to

conduct their business on tl~e property as currently conducted. Rant under each lease is $1,00 per year. The

leases may not be terminated before December 31, 2QS0.

Other

Tn addition to its at~•angement with AJCF, Sinai receives services from certain other constituent agencies of

AJCF,

(14) Income Taxes

At June 30, 2016, Investments has approximately $62,019 in net operating loss cariyfo~~wards for income tax

purposes, The net operating loss carryforwards for ta~c purposes are available to reduce future taxable income

and expire.in varying periods through 2036.

The net operating loss carryforwards created a federal not deferred tax asset of approximately $21,087 and

$18,670 as of June 30, 2016 and 201 S, respectively, and a state defei7~ed tax asset of approximately $3,358

and $2,996 as of June 30, 2016 and 2015, respectively. Management has determined that it is more likely

than not that Investments will not be able to utilize the deferred tax assets; therefore, a full valuation

allowance was recorded against the net deferred assets as of June 30, 2016 and 2Q] 5,

At June 30, 2Q 16, CCHS has approximately $65,243 of net operating loss carryforwards, primarily at CCMS,

that will expire through 2033, The net operating lass carryforwards created a net deferred tax_ asset of

approximately $28,928 and $2q~,801 as of June 30, 2Q16 and 2015, respectively, Management has determined

that it is more likely than not that CCHS will not be able to utilize the defer~•ad tax assets; therefore, a full

valuation allowance has been recorded against the deferred tax asset as of June 30, 2016 and 2015,.
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(15} Other Long-Term Liabilities

Other long-term liabilities at June 3D, 2016 and 201 S are as follows:

201b

Professional/general liability {note 16(a)) $ 52,174
Pension liability 70,119

Medical office building 33,128
Asset retirement obligation 3,260

Deferred compensation 6,967
Other 1,3 b 1

$ 167,009

2015

51,924
34,894
3 ,256
3,260
4, 864
1,658

130,856

At June 30, 2016 and 2015, there was $13,023 and $12,121 included in other current liabilities related to

professional liabilities, respectively.

(16) Self Insurance Programs

(a) ProfessionaUGeneral Ltability

The Corporation is self insured, through LifeBridge Insurance (and Gen-Mar prior to June 30, 2016),

for most medical malpractice and general liability claims arising out of the operations of LifeBridge

and its subsidiaries, Estimated liabilities have been recorded for both reported and incurred but not

repotted claims.

I,ifeBridge Insurance and Cen-Mar purohase reinsurance coverage from other carriers to cover their

liabilities in excess of va~•ious retentions. The amounts that LifeBridge subsidiaries must transfer to

LifeBridge Insurance and Cen-Mar to fund medical malpractice acid general liabi]ity claims are

aetuariaily determined and era sufficient to cover expected liabilities, Management's estimate of the

liability for medical malpractice and general liability claims, including incurred but not reported

claims, is principally based on actuarial estimates performed by an independent third-panty actuary.

Professional liability coverage for• certain employed physicians is provided by commercial insurance

carriers.

(b) Workers' Compensation

Sinai, North~~+est, Levindale, LAA, and CCMS and its subsidiaries are insured for worlcars'

compensation liability through a combination of self insurance and excess insurance, bosses for

asserted and unasserted claims are accrued based on estimates derived from past experiences, as well

as other canside~~ations including the nature of each claim or incident, relevant trend factors; and

estimates of incurred but not reported amounts,

LifeBridge has accrued a liability for known and,incurred but not reported claims of $7,005 and $6,899

at June 30; 2016 and 2015, respectively, These amounts are included in accounts payable and accrued

liabilities in the accompanying consolidated balance sheets. Management believes these accruals are
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is adequate to pyavide for all workers' compensation claims that have been incurred through 3une 30,

2016.

All other entities have occurrence-based commercial insurance coverage, There are no material

insurance recoveries related to workers' compensation as of June 30, 2016,

Life ridge maintains 'stop-loss policies on workers' compensation claims. ~.egacy LifeBridge is

insured for individual claims exceeding $~50, CCHS is insured for individual claims exceeding $SQO,

(c) Health Insurance

LifeBridge is self-insured for employee health claims, I,ifeBridge has accrued a liability of $3,655 and

$3,517 at June 30, 2016 and 20,1 S, respectively, far known claims and incurred but not reported claims,

These amounts are included in accounts payable and accrued liabilities in the accompanying

consolidated balance sheets.

(17) Concentration of Credif Risk

The Corporation grants credit without collateral to its patients, most of whom are local residents and are

insured under third-party payar agreements. The mix of receivables from patients and third-party payors at

Juno 30, 201.6 and 2015 is as follows;

2016 2015

Medicare 30% 27%

Medicaid 9 10

B1ueCross 12 13

Commercial and other. 40 40

Self-pay 9 10

100% lOQ%

The mix of net pafient service revenue for the Corporation for the years ended June 30, 2016 and 2015 is as

follows:

2p16 2Q1S

Medicare A2% 41

Medicaid 7 S

B1ueCross 14 14

Commercial and other 33 36

Self pay 4 4

lOQ% 100%
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(18) Commitments and Contingencies

(a) Litigation

The Corporation is subject to numerous laws and regulations of federal, state, and local governments,

The Corpot•ation's compliance with these laws and regulations can be subject to periodic governmental

review and interpretation, which can result in regulato►•y action unknown ar unasserted at this time.
Management is aware of certain asserted and unasserted legal Claims and regulatory matters arising in
the ordinary course ot'business, After consultation with legal counsel, it is management's opinion that
the ultimate resolution of these claims will not have a material adverse effect on the Corporation's
financial position,

(b) Letters of Credif

M&T Ban1c has established an open letter of credit for Sinai of $211 (which has not been drawn upon)

to guarantee Sinai's obligation for liabilities assumed as a member of a risk retention group during the
period 1988 to 1994, Additionally, M&T Bank has established a standby letter of credit of $2,407 to
serve as collateral as required by the Maryland Office of Unemployment Insurance. M&T Banlc has

established a standby letter of credit for Levindale of $411 as required by the State of Maryland
pepartment of Labor, Licensing, and Regulation. M&T Bank has established a standby letter of credit

for LifaBrid~e Health &Fitness of $200 as required by the State of Maryland Office of the Attorney
General, M&T Bank has established a standby letters of credit of $52 and of $8~ to seiva as collateral
as required by the City of Baltimore for the completion of certain construction work at Sinai.

(e) Operatdng Leases

The Corpot•atian has entered into operating lease agreements for hospital equipment and office space,

which expire on various dates through year 2026. Total rental expense far the years ended June 30,
2016 and 2015 for all operating leases was approximately $24,135 and $21,540, respectively. Future
minimum lease payments under all noncancelable operating leases are as follows;

;ars ending June 3d.
2017
2018
2019
2Q20
2021
Thereafter

$ 18,079
15,757
1 ,957
14,090
12,915
17,894

$ 93,692
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(19} Noncontrolling Interest

The reconciliation of a noncontrolling interest reported in uru•estricted net assets is as follows:

LifeBridge
Health, Tnc.

Balance at Lune 30, 2014

Operating income
Nonoperating income

Excess of revenues over
expenses

CCHS acquisition
Change in funded status of pension plan
Net assets released for purchase

of property and equipment
Other

Change in net assets

Balance at June 3d, 2015

Operating incama
Nonoperating income
Loss on refinancing of debt

Excess of revenues over
expenses

Change in funded status of pension plan
Net assets released for purchase

of propei~y and equipment
Other

Change in net assets

Balance at June 30, 2016

$ 660,970

50,276
14,746

65,022

130,388
(16,548)

5,347
(272}

183,937

844,907

48,533
(5,3Q3)
(3,720)

39,510
(41,513)

7,613
(841)

4,769

$ 849,676

Noncontrolling
interest

(192)

470

470

3,6~~L

4,11

3,922

1,177

Unrestricted

660,778

50,7~b
14,746

65,492

134,032
(16,548)

5,347
(272)

138,051

848,829

49,7] 0
(5,303)
(3,720)

1,177 4Q,687
- (4],510

1,177

5,099

(20) Functional Expenses

The Corporation pa•ovides genera] healthcare services to patients. Expenses fir the years ended June.30, 2016

and 201 S related to providing these services are as follows;

~ny~

Healthcare services
General and administrative

39

$ I,Ob9,047
35$,668

$ 1,427,715

7,613
(841)

5,96

854,775

2015

8'75,650
286,733

1,162,383
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(21) Fair Value of Financial Instruments

The following methods and assumptions were used by the Corporation in estimating the fair value of its

financial instruments;

(a) Assets and Ldabilities

Cash and cash equivalents, patient service receivables, other receivables, inventory, prepaid expenses,

pledges receivable, accounts payable and accrued liabilities, advances to this°d-pa~~ty payors, and

other can~~•ent ltabrlities —Tha cat7~ying amounts reported in the consolidated balance sheet approximate

the related fair values.

Investments (dona~°-resh°r.cted, assets limilea' as to use, and long-term), and beneficial interest rn split

interest agreements —Pair values are based an quoted marl~et prices of individual securities or

investments if available, or are estimated using quoted market prices for similar securities or

investment managers' best estimate of underlying fair value.

Investment in unconsolidated affiliates —Investments in unconsolidated affiliates are not readily

marketable, Therefore, it is not practicable to estimate their fair value and such investments are

recorded in accordance with the equity method or at cost.

(b) Long-Term Debt

The Series 2008 MHHEFA Bonds bear interest at fixed rotas and had a fair value of $244,684 and

$273,529 at Juna 30, 2016 and 20l S, respectively, The fair market value of the ft~:ed rate Series 2011

MHHEFA Bonds was $56,556 and $SS,110 as of June 30, 2016 and 2015, respectively, Thy fair

market value of the variable rate Series 2006 MHHEFA fonds was $0 and $3S,S82 as of June 30,

2076 and 2015, respectively, The fair market value of the fixed rate Series 2012A MHHEFA Bonds

was $62,7 2 and $60,244 as of June 30, 2Q16 and 2015, respectively. The fair market value of the

variable rate Series 20l S MHHEFA Bonds was $ l 85,798 as of Jana 30, 2016,

The fair value of other long-term debt, and bank loans payable approximates its carrying value,

The fair value af. the Corporation's long-term MT-IHEFA debt is measured using quoted offered-side

prices when quoted market prices are available, Tf quoted market prices are not available, the fair value

is determined by discounting the future cash flaws of each instrument at rates that reflect, among other

things, market interest rates and the Corporation's credit standing. In determining an appropriate

spread to reflect its credit standing, the Corporation considers credit default swap spreads, bond yields

of other long-term debt, and interest rates currently offered for similar debt instruments of comparable

maturities by the Corporation's banlcet•s as well as other banks that regularly compete to provide

financing to the Corporation,
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(c) Fair Value Hierarchy

The following table presents assets that are measured at fair value on a recurring basis as of Jtme 30,

2016;

T~evell Leve12 Leve13 Total

Assets.
Cash and cash equivalents $ 3~-,170 — — 34,170

Equity securities and mutual
funds 375,980 — — 375,98Q

Treasury securities 4,501 — — 4,501

Government securities — 60,189 — 60,189

Fixed income — 38,522 — 38,522

Beneficial interest in

split-interest agt~eement — 4,477 — X4,477

Total assets $ 41},651 103,188 — 517,839

The fallowing table presents assets that era measured at fair value an a recurring basis as of June 30,

2015;

Leven Leve12 Level3 Total

Assets;
Cash and cash equivalents $ 76,755 — — 76,755

Equity securities and mutual

funds 318,878 — — 318,878

Treasury securities i~k,627 — — 1 ,627

Government securities — 21,206 — , 21,206

Fixed income — 39,453 — ' 39,453

Beneficial interest in
split-interest agreement — x,628 — 4,628

Total assets $ X10,260 65,287 — X75,547

Sae note 2(e) for information on investments of the Carpoi•ation that are treated under the equity

method and are not reported above,

For the years ended June 30, 20I 6 and 201 S, there ware no significant transfers into or out of Levels 1,

2, or 3,

(22) Subsequent Events

Management evaluated all events and transactions that occu~~red after June ~0, 2016 and through October 12,

2016, The Corporation did not have any subsequent events during this period that ware required to b
e

recognized ar disclosed.
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CARR.OLI~ HOSPICE, INC.

R~SOLIJTTONS ~F THE BOARD OF TRUSTEES

WHEREAS, the Boaxd of Trustees ~f Carroll hospice, Inc, ("CarrolC Hos~~ce") k~as
determined after review and aansidexation that it is in the best interests of Carroll Hospice to
amend and restate its current Bylaws.

NOW, THEREFnRE, be it

Amendment of Bylaws

RESOI.,VED, that the Board of Trustees recommends that th.e cuz~•ent Bylaws o~ Carroll

Hospice bs amended acid restated substantially in the form attached hereto as ~~chibit A (the

"Amended and Restated By[aws"); and be it

FtTRTHER R~~QL'VED, that a copy af. the Amended and Restated Bylaws shall be

submitked to the Sale Member of Carroll Hospice for its approval; and be it

FURTHF,R RESOLVED, that upa1~ approval by the Sale Member (the "Effectdve

Date"), a copy of the Amended and Restated Bylar~vs sha11 be inserted into the xacords of Carroll

Hospice,

Change of Lan~ua~a

~tESOLVED, that lYpo~~ the Effective Date grid gursuant to A~-ticla ITI, Mission of the

Amended and ResCated Bylaws has been changed.

R.~SOT_,VED, i:hat upon the Et'factive Date and pursua~lt to Article IV, Section 1, of the

Amended and Restated Bylaws that "Carroll County Cren~ral" be changed to "Carroll Hospital

Ce~t~r."

RESOLVED, that upon the Effective Date and pursuant to Article V, Section 3, Election

and Tenure of Txustees of the Amended alld Restated Bylaws has been charged,

RESOLVED, t11at upon the Effective Date and ~tusuant to Article VI, Section 9, oFth~

Amended and Restated Liylaws that "twd' be changed "three."

'RESOLVED, that upon the E£fectxve Date azld pursuant to l~i~ticte VII, Section 4, Term

~£ O:f~ce, of tie Amended and Restated Bylaws has been changed,

RESOLVED, that upon the Effective Date and. pursuant to Article III, Section S(a) of

the Amended and kestated Bylaws that a "number 6" be added "Act as liaiso~i with hospital ~.nd

foundatioxi boards, Lead and focus discussion during meeting,"

WASH 1:3676382,v1
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RESOLVED, that upon the Effective Date and pursuant to Axticle VIT, Section 5(e) l &

2 of the Amended and Restated Bylaws have been ohanged.

~tESOLV~D, that upon the Effective Date and puxsuant to Article VII, Sectiar~ 5(e) 3, 4

& S of the Amended and Restated Bylaws have been deleted,

RESOLVED, that upon the Effective Dats and pursuant to Article VIII, Section 2 of the

Amended and Restated Bylaws has added "at the discretion of Chair and Baard."

RESOLVED, that upon the Effective Date acid pursuant to Article VIII, Section 2(b) pf

the Amended and. Restated Bylaws added at the ez~d of sentence 2 "and act as a liaison with the

sple member,"

RESOLVED, that uppn the Effective Date and puxsuant to Article VIII, Section 2(d) of

the Amended and Restated Bylaws have added "act as liaison."

RESOLVED, that upon the Effective Date anal pursuant to Article VIIX, Section 2(e) of

the Amended and R~statad Bylaws changed Coixunittes name from "Governance and Ethics

Committee" tv "Gavernanc~ and Ethics &Corporate Compliancy Cnrnnaittee" and have added

"The committee will act as a liaison with the ethics and corporate campl~ance committee as

needed."

RESOLVED, th~.t upon the ~ffectiv~ Date and pursuant to A.rlicle VIII, Section 2(fi~ of

the Amended and Restated Bylaws changed Committee name dram "Nominating Commi
ttee" to

"Board Development Committee" and have added "The committee wx11 also be responsible
 for

mentoring new members and be responsive to tl~e education needs of the board."

RESOLVED, that upon the ~fFective Date and pursuant to Article IX, Section 1 of the

Amended and Restated Bglaws have been changed.

RESOLVED, fleet ~~pan the Effective Date and pursuant tq Article IX, Section q~ of the

Amended and Restated bylaws have been changed,

Added Committee

RESOLVF.,D, that upon the Effective Date and pursuant to Arlicla VIII, Section 2 of the

nme~ded and Restated Bylaws that the Advocacy Committee be added,

FURTHER ~.ESO~VED., that the Seoreta~y of Cax~~oll Hospice be, and hereby is,

directed to file a caps af'these resolutions with the records of Carroll Hospice.

Dated as of ~~~- ~ ~~ ~ ~ ~~"^~

-2-
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Exhibit A

Amended and Restated Bylaws of CarroXl Hospice, Inc.

(please see attached)
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CARROLL HnSPICE, ING

AMENDED AND RESTATED BYLAWS

AR.TXCiaE I

Name

The name of this oz~ganizatioii is Carroll Hospi.ca, Inc, ("Corporation"),

ARTICLE IX

Offices

The prineipai U~`fice o~ the Corporation shall be located in the City of Westminster,

Carroll County, State of Maryland.

ARTICLE IIl

Mission

Carrali Hospice a voluntary nonprofit, community-based organization provides palliative

Dare, support and pain and symptom management for parsons needir~~ enc~ Uf life care end

support far their families, Care is provided without regard to xace, religion, z~atianality, 
are ar

sex.

ARTICT.,E IV

Members

SECTION 1. Sale Member. The Sole Membcx of the Co~poratian shall be Caxrol
l

Hospital Centex, Inc., a Maryland non-stock, n~i~-profit coxporatior~ which is recognized as

exempt under Section SQl(c)(3) of the Internal Rev~nuc coda of 1986, as amended,

SECTION 2. Rights of tine "ple Member, The Sofa Member a~' the Corporation shall

have the right to Bleat and remove trustees, the right to appxave amendments to these Bylaws and

such ether rights as may be conferred by law an the members o~ a aorp~ration organized under

the laws of the State of Maryland,

SECTION 3. Annual Meeting. The Corporation shall hold an annual meeting of its

Sole Member to elect trustees and to transact and other business within its powers an th
e date set

and at the place far the annual meeting of the Board of Trusties ("Paard") set in accordance
 with

Article VI, Seatian 1 of these Bylaws and at a dine immediately preceding such annual meti
ng

of the Board. Unless atatuts ar the Charter provide otherwise, any lousiness may be considaxed at

an annual meeting without the purppse of the meeting having beelz speoified in. tl~e .rioti.
ce,



Failure to bald an annual meeting does nit invalidate the Corparatian's existence or affect any

athertivise valid corporate acts.

SECTTQN 4. Special Meeting. At any time in the interval between annual meetingsy a

special meeting a£ the Sole Member may k~a called by the Sale Member, the Chairpsrsan of the

Hoard or by a majarify ~f the Board by vota at a meeting or in writing (addressed to the

Secretary of the Cai~aratioii) with or without a ineetin~.

SECTION 5. Place of Meetings, Meetings of the Sale Member shall be held at such

place in the United Statas as is set from time to time by tha $oard.

SECTION 6. Notice of meetings; Wa~vsr of Notice. Nat less than 10 nor mare than 90

days before each meeting o~ the Sole Member, the Secretary shall dive written notice cif the

meeting to the Sale Member. ~1fie notice shall state the time and place of tl~a meting and, if the

meeting is a special meeting or notice of the purpose is required by statute, the purpose of the

meeting. Notice is given when it is cotrununiaated by telephone to the President of the Sale

Member, personally delivered, mailed, sezit by e-mail or facsimile to the Sale Member at such

mailing address or facsimile number a~~pearing oiY the ~~cards of the Corporation.

Notwithstanding the foregoing provisions, the Sale Member waives notioe if before or after the

meeting an authc~rizcd officer of the Sole Member si~11s a waiver of notice which is filed with the

records of the Sale Member's meetings, ox the Sole Member is present at the meeting in pexsc>n

or by proxy, Any meeting of the Sore Member, annual ax special, znay adjourn from time to time

to reoonvene at the same ar som,e other place, and no notice need be given of any shah ada~unled

meeting other than by anna~ncement,

SECTION 7. Pt~oxies. The Sole Member may vote either in person through an

authorized officer ar by written proxy signed by an authorized o~'fieer. Unless a proxy provides

otherwise, it is not valid rimore tlxan 11 mouths after its date.

SECT.IQN 8. Tnforcnal Action by Sala 1Vlember. Any action r~quiz~ed or paz~rzitted to

be taken at a meeting of the Sale Member play be taken wzthout a zneeti11~ iP there is filed with

the records of the Sole M~mbsr's meetings a t~n•itten consent of the Sale Member which sets

Earth the action ai d ~vhieh is signed by an authorized ~ffiaer of the Sale Member,

ARTICLE V

Board of Trustees

SECTTOIV ~, ~'u~netion of Trusties. The business and affairs af. tk~e Corporation shall

be managed under the direction of its Bard. The Board shall determine and make policy

relating to the management of the business, property, and affairs of the Corporation. The Bard

may exeroise al] powers of the Gor~aratian, and delegate any and all such pavers as it sees fit,

subject only to the restrickions imposed by statute, the Corporation's Charter and these Bylaws,

3c3aiis 2.
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SECTION 2. Number of Trustees. Thy Corporation shall have no mare than I S but

no less than seven trustees, as may be fixed from time to time by the Board. The rna~murn and

minirnuln number• of trustees znay be changet~ by an amendment to thss~ Bylaws, but easy such

amendment may not affect the tanuxe of ofi'ice of any- trustee then serving.

SECTION 3. Election and Tenure of Trustees, Each £the elected txustees shall serve

a term of two (2~ years ~r until his ar her eaxlier rempval, resignation, permanent disability or

death and until his or her respective successor is elected and qualif ed, rop vided tk~at a trustee

znay be elected for a term shorter than two years ifi' (i) the term limit applicable to such trustee

prev~ilts such trustee from serving a two dear term ar (ii) if the Board of Trustees appra~res such

shortened terns pursuant to a resolution in advance of such t~~uskee's election far such shortened

term. No individual wl~o is an elected trustee may serve for more than eve consecutive terms Uf

two years (ax such shorter period of tzme established by the Board of Trustees pursuant to a

resolution of the Board ofTa-ust~es), rop. vided that, the foregoing term limzts skull not apply to (i)

any trustee designated by the Sole member as a Faundin~ Trustee or (ii.) any trustee who is they

serving as Chairman of the Board of Trusties in order to allow such trustee to continua sertrin~;

his pr her remaining term as Chairman. An elected trustee may serve any number of

~.oncansecut~ve terms, xovided that, fax• any sucki elected trustee wha has served five

consecutive terms (other than any trustee who is ~~pt subject to term limits pursuant to the

immediately ~xecedin~ sentene~), a period of not less than one year has elapsed between the time

such trustee last served anal such tr~~stee's re-electioiz to the Board of Trustees.

SECTIO]ir 4. Removal of Trustee. The Sale Member rr~ay remove any elected trustee

at any time, with or without cause, Ex-a~'fiaio trustees shall be deemed to b~ removed as of the

time they cease to hold the office on which their ex-officio status is based,

SECTION S. Vacancy on Board. .Tf the af~ce of any merr~bar of the Board becomes

vacant, the remaining members of the Board, by a rnajarity vote of the entire hoard, Wray elect a

succassox who shall held office until the ne~:t annual meatin~ of the Sole Member o~ the

Cot~parat~on, Tl1e Sole Member may, at the next annual me~tii~g, ratify the election of the trustee

to serve far the remainder of the te~zn of affice of tk~e trustee whose office was vacated, ox may

instead elect another trustee i~Y his ar her place, A vacancy in an ea-officio position sha11 be

filled by the individual appointed to the underlying office,

SECTION 6. Designations. Resignations shall be submitted in uniting to the Board.

Vacancies resulting from resi~nation.s shall b~ filled in accorda~~ce with Sectio~a 5 of this ArCicie.

SECTTQN 7. Compensation, A trustee may not receive any compensation or

reimbursement for expenses (except far i;~•avel expenses) for attendance at any annual, regular, or

speczai meeting at the .Board ox any cominitt~e tharea~ A trustee who serves the Corporation in

any other capacity may receive campensati~n Fir such athex services, pursuant to a resolution of

the Baaxd,

363a1 ~ a ~
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ARTICLE Vr

Meetings of the Board of Trustees

SECTION 1. Annual and Regular Meetings. The annual ►x~oetin~ of the 13aard shall be
held each year in September or at such other time as is determined by the Board. In addition to
the annual meeting, the Board shall hold rc~ular meetings during the year on a schedule
established from time to time by the Board. Annual and regular meetings shall be held on such
date and at such place as shall be designated in the notice. Failure to hold an annual meeting ar
any regular meeting does not invalidate the Corporation's existence or affect any otherwise valid
corporate eats,

SECTXON 2. Special Meetings, Special meetings tnay b~ called at any time by the
Chairperson, the President, ar by any ~rot~p of three trustees upon request to the Chairperspn,

SECTION 3, Notice. The President {os a desi~mee} shall. give notice to each tx7,istee c~F
each annual, regular and special meeting of the Board, The notice shall state the tine and dace
of the meeting, For any meeting of the Baard, notice is liven to a trustee when it is delivered
personally to him ar hez~, left at his or her rc;sidence ar usual place a1' business, oamtnunicated by
telephUne, or sent by e-mail ar facsimile at last i;wo business days prior to the date of the
meeting, or when it is depasitad with an ovei~zigl~t courier, at least three business days prior to
the dale a~'the meeting, ~r when ~t is deposited in the T1.5. Mail aC least five business days prior
t~ the date of the rnoetin~. The notice for any meeting of the Board need not state the business to
be transacted at such meeting. No notice of meeting of the Board need be given to any trustee
who attends, or to any trustee who, in writing executed and filled with the records Qf the in~et~n~
either before ar after the holding thereof, waives such notice, Any maetin.g of the Board, annual,
regular or special, may adjotum frann fiime to time to recanvens at the same or some other place,
acid no notice need be liven of any such adaourned meeting other than by general announcement.

SECTION 4. Quorum, A majority of tt~e voting members of the Board shall constitute
a quarur~n at a~i meetings, In the absanc~ of a quUrum, the trustees present by majority vats and
without notice other t~lan by announcement may adaaurn the meeting ~fi~am time to time until a
quorum shall attend, At any such adjo~~rned meeting at whzah a quonzin shall be present, and
business may b~ transacted which nvght lave been tra~lsacted at tlZe meeting; as originally
notified,

SECTION 5. Voting. I.Tnless otherwise specifically provided ii1 these Bylaws, when a
quorum is present ai any msetiii~, the vote of a maaarity of those presaut end voting shall decide
any c~uestians or matter brought before such meeting,

SECTION b. Minutes. The SecY~etary shall take, ar cause Ca be taken, minutes of all
Board meetings and shall distribute such minutes to the members of tl~e Boaxd prior to the next
regular or annual meeting. The minutes shall tie available in the principal office of the
Corpoxatian.
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SECTION 7. Action Without 1V.Ieeting. Any action required or permitted to be taken at

a meeting of the Board may be taken without a maetii~g, if a unanimous written cgnsent which

sits forth the action is signed by each member of the Board and filed with the minutes Uf

pxoceedings a['theBoard.

SECTION A. Meeting by Conference Telephone. Trustees may participate in a

meeting by means ~f a conference telephone or similar communications equipment zf all persons

participating in the meeting can hear each otk~er at the same time, ,Participation in a meeting by

these means constitutes preseYice in petsan at a meeting.

SECT~.QN 9. Attendance at Meetixigs. In the event that any trustee shall be absent

from three (3) consecutive regular meetings, the Board may, in its discre~ian, dram such

abse~ices ko constitute a resignation from the Board by such trustee.

ARTiC;LE VII

OffIGCPS

SECTXQN .t. Executive and Other Qffiasrs, The Corporation shall have a

Ghazrperson, ~t President, a Vice Chairperson, a Secretary, and a Treasurer who shall be the

executive afficexs of the Ga~~oratian. 'The Board shall appoint the ~xecuCiv~ Director, who shall

serve ex-officio as President, having; general supervision of the business and affairs of the

Corporation. The Corppratian may also have one or more Vice Presidents, assistant officers, and

subordinate officers as may be established by the Board.

SECTIQN 2. Mriltiple Positions. A trustee may not 11o1d more than one office of any

time.

SECTION 3, Election, Na later. than the Board meeting prior to the ~ta~~uai meeting, the

I~tominating Committee shall pxesent to the Board .for election as officers a slate of candidates

whc~ have eansented to such a naminatian, additional nominees may be nominated fraan tk~
e

floor provided that the nominator has obtained t]Ze candidate's consent to such a nomination. 7f

thexe are nominations from the floor, election shad ba by written ballot. A m~stee may cast only

one vote pex position that is subject to elecli~n ~,t~d, provided that thcra is a quorum, the highest

number of votes of tl~~ trustees present and v~tin~ in favor of a aandidat~ shall constitute election

of that candidate to office. In case of a tie for a~~ of~car position, arun-off election will be held

between or among tl~ase candidates involved in the tis.

SECTIQN 4. Te~rrn of Office. The l~aard shall appoint the Chairman every three (3)

years and all other officers of the Corporation every two (2) years, l'he Board may 'Pram. time ~o

time authorize the President to appoint assistant and subordinate afficexa. All officers shall serve:

until the expiration of t}zeir terms ox their earlier removal, resignation, pei~nlanent disability ax

death. The Board may remove any a~cer at any time, The President may remove and assistant

or subordinate officer at any time. The removal o~ an officer does not prejudice any of such

~~sa7 ~s ~
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officer's contract rights under any employment agre~mer~t. The Board (or t1~e President, in the

case of assistant arzd subordinate officers} may fill a vacancy which occurs in any office,

S~CTTON 5, Duties of the Of~icexs. The officers of the Corporation shall. possess such

powers as are required to p~rforxn the functions assigned to them by the Board and shall perform

such other duties and have such other powers as may Ue canfarred upon or assigned to them, by

the Board.

(a) The Chairperson of the Board shall:

l , Preside at all meetings of the Board and of the Executive Committee;

2, Perform such other duties incident to the office oC a chaizparson, ar as

directed by the Boaxd;

3. Serve as a voting ex-a~'ficip member of all committees except the

Nominating Committee;

4, N'aminate all committees members and committee chairpersons; and

S, Represent the Board to tll~ public.

6. Aat as liaison with hospital and foundation boards. Lead and focus

discussion during mcetin~;,

(b) The Vice Chairperson of the Bard shall:

1. Support the Chairperson in providi~ig leadership for the Corporation;

2. Perform such specific duties as the Chairperson ar the l~aard may direct;

~.a

3. In the absena~ of the Chairperson, pe~~form the duties of the Chairperson.

(c) The ~'xesident shall;

1. Sign and execute, in the name of the Caz~poration, all authorized deeds,

mortgages, bands, contracts or other instruments, except as otherwise

provided;

2. Perform alI duties asually pexfot~rned by a president of a corporation and

such other duties as are from time to tine assigned by ~ha Board;

3. Sezve as the Executive Directox of the Corporation;
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4. Manage and oversee the day-ta-day activities ai'tlle Corporation; and

S. Serve as anon-voting; ex-affioia member 4f the Board and all committees
thereof,

(d) The Secretary shall;

1, Send and xeceive communiaatians relative to the Boaxd's work;

2. fiend notices and keep the minutes of all, meetings of the Board and the
Fxeautive Committee;

3, Cai~duct the general correspondence of the ~3pard,

4. Maintain official records a:C hoard action; and

5, Perform such other duties incident to th.e office o~ a secretary and as may
be requixed by the Board or Chair~pei~son,

(e) The Treasurer shall;

Oversee the aaaurate reporting and maintenat7ce of adegt~at~ ~nanaial

records of all transactions of the Caippration, 'rhe .Treasurer shall perform

all duties usuarly performed by a treasurer or a ~arporatian, and such other

duties as are fra:m time to time assigned by tl~e Board of Tnistees;

2, Act as liaison with hospital and ~£oundation boards.

(~} Assistant and Suhordinata Officers (below the office of Viae President, Secretary

or Treasurer) shall have such duties as are from tirn~ to time assigned to them by

the I~aaxd, the Chairperson, or the President.

SECTION 6. Vacancies. Vaea~icies in t1-~e pasiiion of Chairperson will b~ filled by the
faljc~wing line of succession: the Viae Chaiipers~~, the Secretary and the Treasurer. The Vice

Chairperson may permanently fill a vacancy iYi the of~ic~ ~f the Chairperson for the remaindax ~~'

tl~e C~iairperson's term. ~1ny fur~l~er resort to the line of suocessian will only be for the

reasonable time period necessary to elect a new Chairperson. All vacancies in affiaer pgsitions

except Chairperson ~vi11 be a~lawed to stand pending election of a new officer.

SECTX4N 7. Tenutre and Removal, All officers shall serve until the expiration of their

terms or their earlier xemava~; xesigzlatian, permanent disability ar death. The Board nzay

remove any afficar at any time, The removal of an officer does not prejudice any of such

officer's contract rights under any employment a~xe~ment.
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SECTION 8. Compensation. The Board shall have the power to ~zc the salary and

other compensation and remuneration of the President.

ARTICLE VIII

Committees

SECTION 1. Committees in Gencral. Committees advise the Board on issues

germane to the committee charge, recommend courses of action to the Board, and serve as a

resource of knowledge, expertise, and experience for the President,. The Board shall establish

those committees which it deems necessary to carry forth the mission and purpose of the

Corporation, Co~~snittees may be composed of one or mare trustees and non-trustees, in each

oase upaz~ nomination by the Chairperson, All committees must have at least one trustee, A

member of the Board shall serve as the chairperson of each aommittes. Subject to the voting

restrictions on non-trustees set forth in this Section 1, the Board may delegate to these

committees any of the powers of the Board, except the power to remove trustees pursuant to

Axticle VI, Section 9 ar~d the ppwer to submzt proposed amendments to these Bylaws to the Sola

Member pursuant to Article XT, Section. 2. Fox any committee that ~s authorized to cot an behalf

of the Board, such Committee must ~iav~ at least thxea trustees and only the votes of trustees may

be counted in deciding upon a course of action, All other aommzttee votes and assignments shall

be advisory in nature. The Chairperson shall be ate ex-officio voting member of all committees

except the Nominating Committee. The President shall be an ex-officio non-voting member of

all committees.

SECTION 2. Standing Committees. T'he standing committees of the Board sha11

include the following committees and such other committees as the Board may authorize at the

discretion of Chair and Board;

(a) Advocacy Camm~ttee. The Advocacy Committee shall. assist the board aid

executive director in overseeing and promoting Carroll Hospice in the

community. The advocacy camm~ttee wzll assist with marketing outreach,

community education and legislative issues on a tedexal and state level,

(b) Executive Cpmmittee. The Executive Connnittae shall consist a£ the

Chairperson of the Boa~•d, the Vzce Chairperson of the Board, the ~xeszdent of the

Corporation in his ox her capacity as an ex-offcio member o~ the Board, the

Secretary of the Corporation and the Treasurer of the Corporation, The Executive

Committee shall assist the Board in overseeing the executive functions of the

Corporation and act as a liaison with the sole member, The Executive Committee

shall have the authority to act on behalf of the Board between meetings of the

Board.

(a) Finance Connmittee. The Finance Committee shall assist the Board in

overseeing the #'in~ances of the Corporation, including oversight of audits, making

3634118 g

13678-10 Approved 6/18l2Q12



budget recpmmendatians, end manit~ring finanoial performance relative to the
budget. (Tha Finauca Coznn~ittee may meet with its counterpa~~t committee at
Carroll Home Care, Inc. in the execution of zts duties,)

(d} Fund Developrne~t Committee. The Fund Development Gomrnittee shall assist
tie Board in avexseeing all fundraising activities, initiatives and events necessary

to support the purposes and activi~kias of the Corporation act as liaison,

(e) Governance and Ethres & Corporate C~tnptiance Committee. The
Governance and ~thies Committee shall assist the Board in oversGaing tha atl~ioal

and corporate governance issues of the Corparati.on, inc~udin~ the periadia review
of these Bylaws. The carnniitlee will act as a liaison with the ethics and corporate
aamplianae committee as needed.

(f~ I~oard Dev~lapmez~t Committee. Th.e Board Devel4pmez~t Committee shall be

responsible far nominating individuals to sarve o:n the Board, The Baard

Development Gammittee shall pxesent any recommended slate of trustees to the

Board at least 6Q days przo~ t~ the date oCthe annual meeting of the Sole M~m6ar

and shall present the reaaiZlmended slag to the Sole Member at the annual

meating, It shall be the responsibility of the Board Development Coz~mittee to

nominate replacements far vacancies in the Board and officers, The aozninittee

will also be responsib]c for. m~ntaring new meinb~~•s and be responsive to the

education Heads of the board.

SECT'XC)N 3. Ad Floc Committees. The Board may appoint ane or moxe ad hac

cc~mrnit~ees composed of one or mare trustees and non-t~~ustees, in each case upon nom.inatiati by

the Chairpe~~san, for suall specife tasks as circumstances warrant, All ad hoc carnmitlees must

have at least one tzustee, Such ad hoc committees shall limit their activities Co the

accomplishment of the task for which they are cxeated and appointed, and shall have na power to

act except as is specifically canfe~red by action of the Board. Upon completing the task for

whim. appointed, such ad hog committees shall stand discharged,

ARTICLE TX

Finance

SECTION l: Checks, Drafts, Etc, All ohacks, drafts and ~i~ders far the payment of

monay, notes and other evidences of indehtednass, issued in the name of tha Col~ppralion, shall,

unless otherwise provided by resolution of the Board of Trustees, be si~nec~ by fihe Sole Meinbcr.

SE~'~TOI~f 2. Annual Statement of Af'fRirs. An exeoutiv~ officer, as designated by the

Tioard, shall px•epare annually a full and co~T~at statement of the affairs of the Garporation, to

include a balance sheet at~d a financial statement o.~ operations faz~ the pxeoedin~ fiscal year, ~i'he

state~aa.ent of affairs shall be submitted at tl~.e annual mestizl~s of the Sole Member and the Board
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cud, within 20 days ai'ter such meetings, placed on file at the Corporation's principal office, The
President shall prepare or cause to bs prepared the annual statement if no other officer is

designated by the Board,

SECTION 3. l3ool~s and Records. The Corporation shall keep carnet and complete
books and xecards of its accounts and transactions and minutes of tl~e praeeedings of its Sole
Member, its Board and of any executive or other con~nittee when exercising and of the p~w~rs
of the ~oaYd, The books and records o~'the Corporation may be iiz written form. ox in ar~y other
form which oan be conve~~ted within a reasonable time into written form far visual inspection,
Minutes shall be recorded. in written #'~rni but play lie maintained in the form of a reproduction.
1fie original or a certified copy a# these Bylaws shall b~ kept at the p~~incipal office of the

Coaporatzan.

SECTION 4. Budget. The Finance Gornmittee skull act as a liaison with Caxzoll Haspilal

Genter, Together with the AVP of Finance ~r delegated representative from Carroll Hospital

Center ar~d the Finance Committee shalt be responsible for assisting the T3aard of Trustees in

ful~illin~ its respansibilii~y to oversee: (i} the preparatzo~~ o:f the annual budget for the Coloration

and the monitoring of fnanoial performance relative to the budget; (ii) the preparation of updates

to capital plans for the Corporation and the monitoring of financial perforrnazice relative to any

such- capital plan; (iii) the preparation of key capital investment and financing reco~nmendati~ns

far the Corpor~tian; ('iv) the Corporation's asset and liability structure; (v) the management and

investment of the investment assets of the Cox~paratian, including operating cash xeserves, excess

cash r~ssrvas, and the endaw~ent find; and (vi} such othsx matters identified in its committee

charter. or as requested by t17e Board of Trustees from time to time.

SECTION 5. Fiscal Year. The fiscal year of the Corparatinn shall be from July 1

through xune 30 of the fallowing year.

A.KTICLE X

Non-1'r~#it character

No trustee, ~fficex, agent or employee of the Corpaxatian shall at at~y tinne receive or be

entitled to receive any compensation ar any pecuniary profit fxoin the operation aF the

Go~•poratiozi ox upon its liquidati~r~ ar dissalutian, except for r~a~onahle compensation ~Ur

services actually rendered tp the Corpaxati~n.
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ARTT+GLE XI

Amendments

SECTrON ~.. Periodic Review. The Bylaws of the Co~•poxatipn shall be reviewed for
appropriateness to current Corpoxation policies and practioes at least once every three years. The
review is to be conducted by tl~e Board oX a carnrnitt~e of the Beard,

S~CTI~N 2, Amendments. Any amendYnent to these Bylaws must first be proposed
and approved by the Board, but no such amendment shall b~ effective unless and until approved
by the Sole Meix~bar.

ARTICLE XII

Indemnification

Tha Corp~ratian may, by resolution of the Board, pravida for mdemni~ieation by t~~
Co~paration of any and all of its trustees or officers ox former trustees or officers against
expenses actually and necessarily xz~aurred by them in connection with the dafans~ of any action,
suit ar proceeding, in which they ar any of them are made parties, or a pasty, by reason of hiving
been trustees or a~'~icers of the Corporation, except in relation to matters as to whioh such trustee
or officer ar formex trustee ox ~ffic~r shall be adjudged in such actipn, suit or proceeding to be
1ia~a1~ fox ne~lige~ice or ~niscanduct in the perfoxmance of duty and tp suah matters as shall be
settled in the performance of duty and to such mat~~rs as sha11 be settled b~ agreement predicated
on the existence of such liability for negligence ar misconduct.

A.RTTCLE XIII

Liquidation or Dissalntion

In the event of the liquidation ar dissolution of the Corporation, all financial obligations
must be satisfied; any remaining assets sl~al.l be distributed at the discretion of the Beard in
accordance with these Bylaws,

ARTICLE XIV

Miscellaneous

SECTION 1, Maintenance of Tax exempt Status. The Corporation shall not caixy on
any activities not permitted to be carried on (a) by a co~aration exempt from federal income tax
under Section S0~(c)(3) of the Internal Revenue Code of 1986 (or the corresponding provisions
of any future United Mates Tn~ernal Revenue Law) Qr (b) by a carporati~n, cvntributiana to
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wh.iah are deductible under Sections 17Q(c}(2), 2Q5S(a)(2) and 2522(a)(2) of the Internal
Revenue Code of 198b (or the co~rasponding provisions of any future United States Internal
Revenue Law),

SECTION 2. Corporate Seal. The Board shall provide a suitable seal, bearing the
name of the Corporation, which shall be in the charge of the Secreta2y. The Board mad
authoz~ize one or more duplicate seals and provide for t~Ze custody thez~eof. If the Coiporatian is
requited to place zts corporate seal to a document, it is sufficient to meet the requirement of any
law, rule o~ ra~ulatior~ relating to a corporate seal to place the word "Seal" adjacent to the
signature of the person authorized to sign the document an behalf o~the Gorpoxation,

SECTTOl~T 3. Conflict of Interest. In the event any trustee ax officer of the Corporation
is or may be an officer, trustee, stockholder, employee, ar have a financial interest in a
corporation ar other organization with which floe Corporation shall enter into cpr~tract ar other
transaction, ox sha11 directly ox indirectly be a party to ox have an interest in any contract 4r
transaction of the Cal~poration, such person shall fully disclose such interest to the Beard, The
Board has adopted and shall maintain a specific conflict of interest policy which shall be
followed whenever a conflict is found to exist. Subject to carnplianee witlx these requirements of
disclosuxa and adherence to the Board's conflict of interest policy then in effect, no contract or
othex transaction between the Corporation and any other corporation, partnership ~~ individual,
sha.~l be affected by the fact that the trust~c or ofFice~• of the Corporation is interested in or is a
trustee or af~cer of such other corporation, provzded that such contract is negotiated on an arm's
length basis and is fai~~ and reasonable to the Carpo~atian.

SECTION 4, IVIembership. In the event that nnembership in the Corporation is
expanded, then all zeferences to Sale Member shall automatically mean the full membership ar
members, as the case maybe.

REV.I~S'ED AND .~PPRQVED .BYRES~ZUTION CAF THE BOARD t~l{' TR tJSTEES AS 5~3IT
MEMBER OF CAR.R ALL HOSP.IGE, INC.

THIS 18"' nd v nF.rrr~vF 2n~2

Mark E. Bl acksten
Char'r, Carroll Hospice
ward of Trusfees

~ 1 ~ i`~
Date
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